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FRONT COVER

Pictured on the front cover is a rendering of the future South Hayward Youth and Family Center, also
known as the Stack Center. The community has long held the vision of constructing and operating a
new center at the corner of Tennyson and Ruus Roads to be an anchor for civic life and services in
South Hayward. The new two-story center will be home to a pediatric health clinic, behavioral health
clinic, child care center, technology and innovation center, literacy hub, and other educational and
recreational amenities. The site is adjacent to Tennyson Park and will also contain an outdoor movie
screen, performance amphitheater, café, and space for a farmers market.



THIS PAGE INTENTIONALLY LEFT BLANK

=| HAYWARD




=\ HAYWARD

ADOPTED FY 2022 OPERATING BUDGET

Director of Finance: Dustin Claussen

Prepared by the Finance Department



THIS PAGE INTENTIONALLY LEFT BLANK

=1 HAYWARD




TABLE OF CONTENTS

Table of Contents
Budget Guide
Budget Process & Calendar
Elected Officials
Citywide Organization & Administrative Staff
Budget Award
Community Profile

Strategic Roadmap

Budget Message & Overview
Financial Summaries

General Fund

Enterprise & Other Revenue Funds
Staffing Summary

Departments
Mayor & City Council
City Attorney
City Clerk
City Manager
Development Services
Finance
Fire
Human Resources
Information Technology
Library
Maintenance Services
Police
Public Works & Utilities (Engineering , Transportation, & Airport)
Public Works & Utilities (Utilities & Environmental Services)

Non-Departmental Debt Service
Capital Improvement Program

Supplemental
Financial Policies
Budget Practices
Resolutions
COVID-19 Budget in Brief
Glossary & Acronyms

O 0 & U1 NV =

33

49

55

71

94

112
116
122
128
158
170
182
192
200
206
216
238
254
262

278

290

329
339
342
367
372



BUDGET GUIDE

The City of Hayward's budget provides a financial plan that integrates Council goal-setting
and supports the City Council Priorities and Initiatives. It also represents the official
organizational plan by which City policies, priorities and programs are implemented. The
budget serves as a planning and communication tool with residents, businesses and
employees about how the City's financial resources are allocated to provide services to the
community.

The following is a brief outline of the contents of the budget book:

City Council Priorities & Strategic Initiatives: Each year, Council establishes and affirms their
priorities for staff to help guide the development of the upcoming annual budget, and to
provide a platform for assessing work productivity and performance at the end of each year.
Council and City staff have developed performance factors and measures linked to the City's
overarching policies of Safe-Clean-Green-Thrive.

Budget Guide: The Budget Guide presents a brief description of the budget process and the
key elements of the budget.

Budget Message: City Manager's transmittal letter to the City Council details the budget,
including budget issues and policies that lead to the development of the budget and the plan
to balance the budget.

Financial Summaries: Summary of financial analyses for all city funds.

General Fund: City’s discretionary General Fund summaries of expenditures and revenues,
detailed summaries of key General Fund revenues, ten-year forecast and reserves.

Enterprise and Other Revenue Funds: Multi-year forecasts and summaries for the city's key
non-general fund operating funds.

Staffing Summary: Detailed information, both at the summary level and by department.

Departments: Provides department mission statement and overview of department structure
and services, key performance accomplishments, key service objectives/goals, as well as
significant changes that are planned for the upcoming fiscal year. Financial summaries are
also included.

Capital Improvement Program: Overview of major capital projects and the revenues,
expenditures; essentially a summary of the larger FY2022-2031 Capital Improvement
Program Plan.

Supplemental: This section contains the City’s budget and financial policies and a glossary of
budget terminology and referenced acronymes.
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BUDGET PROCESS & CALENDAR

The City of Hayward's budget is prepared in conformance with California State law, generally
accepted accounting principles (GAAP), actions of City Council and the professional
standards of the Government Finance Officers Association (GFOA) and the National Advisory
Council on State and Local Budgeting (NACSLB) principles. The standard set by these
authorities establish the budget process and provide for budget control.

Budget Process

The budget process assigns resources to the goals, objectives and community priorities set
by City Council. New programs are added based on Council service and program priorities.
Pursuant to the City Charter, the City Manager prepares and recommends to the City Council
an operating budget and a capital improvement program budget for consideration and
adoption.

The budget process begins with the development of Budget Instructions and a Budget
Calendar that include policy directives to City staff. The City Manager develops a balanced
budget that reflects the needs of the organization based on available resources and submits
this to the Mayor and City Council in April.

Community participation - The City Council holds several public budget work sessions and
public hearings as well as involvement of various Council Committees and Commissions.

Any changes as approved by City Council through the budget process are incorporated into
the budget before formal adoption. Multi-year forecasts for the General Fund and key
revenue funds are included as part of this process to assist with decision-making - allowing
Council to consider resources as part of long-term policy initiatives beyond the budget year.

FY 2022 Budget Development Calendar

Key Dates Actions

FY 2022 Annual Operating Budget

March 2021
8-12 Operating budget review meetings with City Manager, Assistant City Manager,
Finance and Departments.
23 City Council to Adopt FY 2022 Master Fee Schedule
April 2021

6, 27 City Council Work Session and Public Hearing/Adoption Community Agency Funding
May 2021

15 City Council Operating Budget Work Session #1

18 City Council Operating Budget Work Session #2, if needed

18 City Council CIP Budget Work Session #1 FY 2022-2031
June 2021

il City Council Public Hearing and Adoption - FY 2022 Operating and Capital Budgets

1 City Council Public Hearing and Adoption - FY 2022 GANN Appropriations Limit

8 City Council Adopt FY 2022 Operating and Capital Budgets (if not approved on 6/1)
July 2021

1 Fiscal Year 2022 Begins

Adopted FY 2022 Operating Budget 2



BUDGET PROCESS & CALENDAR

FY 2022
BUDGET
ROADMAP

oA
March 23

Council Adopted new
Master Fee Schedule for
Fiscal Year 2022.

March8to 1

City Manager, Assistant
City Manager, and
Finance staff meet with
Departments to discuss
budget priorities for
upcoming fiscal year.

~

April 6 & 27

City Council Work
Session and Public
Hearing on Community
Agency Funding (CDBG,
Social Services, Arts, and
Music).

/

— b

L |
May 15

City Council Operating
Budget Work Session #1,
Saturday All-Day Session.

May 18

City Council Operating

Budget Work Session #2
and FY 2022-2031 CIP m
Budget Work Session.
June 1
City Council Public
e ) = Hearing and Adoption of
JE FY 2022 Operating and
Capital Budgets.
June 1

City Council Public
Hearing and Adoption of
FY 2022 GANN
Appropriation Limit.

24

June 8

U U] City Council Adoption of
I FY 2022 Operating and
| | Capital Budgets if

changes were required
on June 1.

July 1

First Day of FY 2022.
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ELECTED OFFICIALS

The Mayor and six Council members represent Hayward residents, adopt public policy,
and approve resource allocations consistent with community priorities. The City Council
generally meets the first, third, and fourth Tuesday of each month at 7:00 p.m. in Council
Chambers, 2nd Floor of 777 B Street, Hayward, CA 94541. The public is invited and
encouraged to attend Council meetings.

Barbara Halliday
Mayor
Term Expires 2022

Sara Lamnin
Council Member

Term Expires 2022

Elisa Marquez
Council Member

Term Expires 2024

Mark Salinas
Council Member

Term Expires 2024

Aisha Wahab
Council Member

Term Expires 2022

Francisco Zermeno,

Council Member

Term Expires 2024

Angela Andrews
Council Member

Term Expires 2024
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CITYWIDE ORGANIZATION

HAYWARD
RESIDENTS

MAYOR & CITY
COUNCIL

-Set vision and priorities

-Adopt policies

-Constituent Issues

-Promotion & Community Events

-Policy Analysis
-Public Information
-Economic Development

Redevelopment Agency -Boards &
CITY ATTORNEY| -Legal Services CITY MANAGER | -Neighborhood CITY CLERK Commissions
-Risk Management Partnerships -Elections
-Cable TV Programming/ -Records Management
Franchising -Passports
-Rent Stabilization
-Community Develop
Block Grant
-Social Programs
-Paratransit
-Affordable Housing
DEVELOPMENT MAINTENANCE FIRE LIBRARY POLICE PUBLIC WORKS
SERVICES SERVICES & UTILITIES
-Building Inspection -Facilities Management Disaster -Adult Library Svcs -Animal Services -Unht_les Planning &
-General & Neighborhood -Fleet Management Preparedness/ -Literacy Programs -Crime Prevention Engineering
Planning -Landscape Response -Operation of Main & -Jail -Utilities Administration
-Historic Maintenance -Emergency Branch Libraries -Investigation -um_mes Operation &
Preservation -Streets Maintenance Medical Svcs -Youth Library Svcs -Narcotics/Vice Maintenance
-Landscape -Fire Prevention/ -Police & Fire -Water Distribution
Design/Review Inspection Communications -Utilities Malntgnance
-Subdivisions/ -Fire Suppression -Traffic Enforcement -Sewer Collection .
Annexations -Hazardous ~Uniformed Patrol -Water Pollution Control Facility
-Development application Materials “Youth & Family (Wastewater Treatment)
processing -Technical Rescue Services -Water & Wastewater
-Code Enforcement Laboratory
-Recycled Water
HUMAN INFORMATION -Groundwater Management
FINANCE -Stormwater Management
RESOURCES TECHNOLOGY -Environmental Services
-Clean & Green Energy
-Recycling
i ~City-wide Training ~Network Systems -Solid Waste
-Accounting ~Employment Client Systems ~Climate Action Plan
-Debt Administration _Labor Relations -Data Systems Airport

-Central Services
-Operating Budget
-Purchasing
-Treasury

-Utility & License
-Revenue

Adopted FY 2022 Operating Budget

-Workers’ Compensati

ion

-Computer Interface
Systems
-Website & Intranet

-Capital Improvement
Program Management
-Roadway Design &
Management

-Buildings Design
-Construction Management
-Traffic Signal Design,
Operations & Maintenance
-Neighborhood Traffic
Calming



ADMINISTRATIVE STAFF

Appointed by City Council

City Manager Kelly McAdoo
City Attorney Michael Lawson
City Clerk Miriam Lens

Department Directors

Assistant City Manager Jennifer Ott
Development Services (interim) Jennifer Ott

Finance Dustin Claussen

Fire Chief Garrett Contreras
Human Resources Jana Sangy
Information Technology Adam Kostrzak

Library Jayanti Addleman
Maintenance Services Todd Rullman

Police Chief Toney Chaplin
Public Works & Utilities Alex Ameri
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BUDGET AWARD

The Government Finance Officers Association of the United States and Canada (GFOA)
presented the City of Hayward with a Distinguished Budget Presentation Award for its annual
budget for the fiscal year beginning July 1, 2020. This is the highest budget award presented
by GFOA. In order to receive this award, a governmental unit must publish a budget
document that meets program criteria as a policy document, as an operations guide, as a
financial plan, and as a communications device.

P

GOVERNMENT FINANCE OFFICERS ASSOCIATION

Distinguished
Budget Presentation
Award

PRESENTED TO

This award is valid for a one-year period.

City of Hayward

California

For the Fiscal Year Beginning

July 01, 2020

Chuitop b P Movist

Executive Director

Adopted FY 2022 Operating Budget 8



COMMUNITY PROFILE

Hayward is located in Alameda County, California, on the eastern
shore of the San Francisco Bay, 25 miles southeast of San Francisco,
14 miles south of Oakland, 26 miles north of San Jose, and 10 miles
west of the Livermore Valley. Encompassing 61 square miles that
unfold from the Berkeley-Oakland Hills onto the Bay shoreline,

4

Hayward is a strategically positioned at the epicenter of a
metropolitan area synonymous with innovation, bold thinking and
entrepreneurship. The city is served by three major freeways, two
Bay Area Rapid Transit (BART) stations, Amtrak Capitol Corridor r
trains, local and commuter buses routes operated by multiple transit gan vlran(is(o b
agencies, Union Pacific freight rail and Port of Oakland facilities. The s Franciec N
city boasts its own thriving executive airport and enjoys easy access ’ iméenaoral ivport
to three international airports, Oakland, San Francisco and San Jose. 3

Hayward is the Bay Area’s sixth largest municipality, and ranks

among the most diverse in the entire state of California.

Itis home to a California State University, a community college, and

technical, trade and business colleges. Hayward has built, approved,

or entered the development pipeline, hundreds of new apartment

homes within the past year, and has started the construction of

thousands of new housing units at all income levels while !
supporting affordable housing development and other programs to \_
reduce displacement of existing residents. While undergoing ‘
transformative change, Hayward is also planning its future.

Sanjose |
International Airport s

21 miles

The city adopted a new Downtown Specific Plan to create a more pedestrian friendly central core and healthy balance of housing, retail,
offices and restaurants and updated its industrial zoning to support an existing manufacturing base while meeting the needs of new
information, technology and advanced-manufacturing companies and startups. The new Hayward Public Library in the city's downtown
civic center is LEED Certified, and is designed to meet the highest standards of environmental sustainability. Hayward has prioritized
active transportation and multi-modal corridors over a reliance on cars and roads. As a result, the City sees less traffic, less pollution, and
less speeding. Clean, leafy, and landscaped corridors are more walkable and bikeable. Hayward is a leader in water conservation, water
pollution control, and development of renewable energy!

DEMOGRAPHICS

Hayward
Population

159,293

With a median age of just 35.5 years old, the
city of Hayward's population is younger than
that of the United States by nearly 3 years.

AGE
DISTRIBUTION

Source: American Community Survey 2015-
2019 5-year estimate (U.S. Census Bureau)

Adopted FY 2022 Operating Budget



COMMUNITY PROFILE

Vietnamese

Filipino

Chinese

Asian Indian

Other
Hispanic or
Latino

EDUCATION

Two or more

White

- im

BY ETHNICITY

Source: American Community Survey 2015-
2019 5-year estimate (U.S. Census Bureau)

Native Hawaiian
and Other Pacific
Islander

American
Indian and
Alaska Native

Black
or African
Armerican

Japanese

Other Asian

Mexican

EDUCATIONAL ATTAINMENT OF POPULATION OVER 25 YEARS OLD

Grad or Professional
Bachelors Degree
Associates Degree

Some college, no degree
High School diploma

Less than HS diploma

Adopted FY 2022 Operating Budget

12.4%

7.6%

19.8%
20.1%

20.4%
20.1%

B vus.

[ HAYWARD

27.0%
28.3%
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COMMUNITY PROFILE

A CITY THAT EDUCATES: SCHOOLS IN HAYWARD

21 Elementary Schools ; ; : :
5 Middle Schools California State Urnversny East Bay
3 High Schools Chabot Community College
= 1 Alternative H|gh School Technical & Business Colleges
et 1 ENglish Language Center

15 Private Schools
5 Charter Schools

D ﬁ D Ll Safiss] Each day, more than 14,013 students

EMPLOYMENT, ECONOMY & HOUSING

TOP HAYWARD EMPLOYERS

« Alameda County Sheriff's MEDIAN HOUSEHOLD INCOME
Department

e Baxter Bio Pharma AVERAGE HOUSEHOLD INCOME

» California State University, East Bay
e Chabot Community College

¢ Fremont Bank

¢ Hayward Unified School District

e |llumina

e Impax Laboratories, Inc.

¢ Pentagon Technologies

¢ Plastikon Industries, Inc.

¢ Siemens Building Tech SE ‘ =4 ‘ $103,863

* St. Rose Hospital

Source: City of Hayward Comprehensive Annual
Financial Report, Fiscal Year 2020

$702,173 $635,000

pursue higher education in Hayward.

MEDIAN SALE PRICE OF NEW AND
EXISTING DETACHED, SINGLE FAMILY

Source: Bay East Association of Realtors, March 2021

Adopted FY 2022 Operating Budget

MEDIAN SALE PRICE OF NEW AND
EXISTING CONDOMINIUMS IN
HOMES IN HAYWARD. HAYWARD.
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COMMUNITY PROFILE

COMMUNITY ENGAGEMENT

Public meeting notices,
agenda and meeting-related
documents are online. Many

Registered Hayward voters  audio and DVD recordings
are also available.

Home Owners
Associations &
neighborhood
interest groups.

Source: Alameda County Registrar
of Voters \ /

OTHER HAYWARD AREA AMENITIES

¢ California State University Campus

e Community College Campus

* A major hospital

» State & County offices

¢ More than 3,000 acres of open space and parks
encompassing more than 20 miles of hiking trails

¢ California’s oldest Japanese gardens

e Sulphur Creek Nature Center & the Shoreline
Interpretive Center

¢ A public golf course: Mission Hills of Hayward Golf
Course

e A championship golf course: TPC Stonebrae

e Cultural amenities, including the Sun Gallery and the
Hayward Area Center for History & Culture

¢ Two libraries

¢ Two BART stations, an Amtrak station and an extensive
network of freeways, including a transbay bridge

¢ A general aviation airport

Adopted FY 2022 Operating Budget

The City has an active social
media presence, using tools
such as Twitter, Facebook, &

YouTube to communicate
with the community.

Live and archived Council
meetings are broadcast by
KHRT on cable channel 15.
they are also viewable at
www.hayward-ca.gov.

JAPANESE GARDENS

The Hayward Japanese
gardens are the oldest of

their kind in the state of

California. Designed by
Kimio Kimura, the gardens
use California native stone

and plants. No stains were
used on the wood
constructions. Nails and

fasteners are recessed, and
all wood was notched and
aged in the style of
traditional Japanese
Gardens.
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COMMUNITY PROFILE

HISTORICAL NOTES & TRIVIA

¢ Early settlers of the area included the Ohlone people, for some 3,000 years.

e Hayward was founded in 1852 by William Hayward.

* Although Don Castro named what is now downtown Hayward “San Lorenzo,” many
people referred to the town as “Hayward's Place” or "Hayward's” because of the
famous Hayward Hotel built by William Hayward.

e Hayward was incorporated in 1876. The City Charter was adopted in 1956.

¢ |n the early decades of the 20th Century, the Hayward Area became known as the
“Heart of the Garden of Eden” because of its temperate climate and fertile soil.

* By 1950, Hayward had grown to a population of 14,000 and was known as the
“Apricot City,” home to Hunt's Cannery.

¢ The Hayward Post-war Planning Committee, formed in 1944, formulated a
comprehensive 12-point plan that led to road improvements, industrial development,
bus lines, hospitals, an airport, libraries, a water system, parks and institutions of
higher education.

* Hayward has three sister cities: Funabashi, Japan; Ghazni, Afghanistan; and Yixing,
China.

e The City flower is the carnation.

The numbers reflected are mainly based on Bay East Association of Realtors (2021) the US Census Bureau (2015-2019) and the
American Community Survey (5 years estimates from 2015-2019). The American Community Survey (ACS) is a nationwide survey
conducted by the US Census Bureau, and while the survey gathers a wider variety of information than the official census, only a
portion of the population is surveyed at a time, because of this sampling, the data may be less accurate in some cases.

Adopted FY 2022 Operating Budget



|| HAYWARD

Strategic Roadmap
FY2021 to FY2023 Project List

Revised June 1, 2021

A

eSeTVe, Protect
for All

HAYWARD
STRATEGIC
PRIORITIES

Improve
Infrastructur®

City Council adopted the original Roadmap on January 28, 2020.
City Council adopted this updated Roadmap on June 1, 2021.

Adopted FY 2022 Operating Budget



About the Roadmap

The Roadmap starts with a shared Hayward vision for 2024. From that shared vision, we
identified six core priorities required to achieve the vision. To accomplish each priority, we
developed key projects, named responsible departments, and created a timeline.

Strategic Vision

By 2024, Hayward is growing in population and stature. Existing residents are proud to call
Hayward home, and it is becoming a community of choice for new families and employers.

Hayward attracts new, higher-paying jobs, allowing existing and new residents to live and work in
the same community. Because demand is high, blighted properties are re-developed and
occupied. Hayward's attractive downtown and neighborhood business corridors draw people
from across the region, featuring unique and locally-cwned restaurants, music and art, outdoor
dining, and inviting public spaces.

Diverse families live in healthy, ‘complete communities' with stable housing, safe streets,
excellent schoals, and inclusive neighborhoods. Hayward has started construction of thousands
of new housing units at all income levels. To reduce displacement of existing residents, the City is
especially focused on affordable housing options, with many new high-density developments
located near transit. The number of people without housing has decreased, and they are able to
access the necessary social services to thrive.

Hayward continues to be a leader in climate resilience, reducing its carbon footprint, improving
its sustainable practices, increasing green spaces, and preparing residents to face the impacts of
climate change. Hayward has prioritized active transportation and multi-modal corridors over a
reliance on cars and roads. As a result, the City sees less traffic, less pollution, and less speeding.
Clean, leafy and landscaped corriders are more walkable and bikeable.

Internally, employees feel city-wide priorities are aligned to their work and are able to grow and
thrive in their roles. Employees from diverse backgrounds are recruited, retained and celebrated,
and staff provide culturally informed services to our community. The City is streamlining
processes and using technology more effectively to provide better customer service. Hayward is
also developing important partnerships between education institutions, transit services, and
other regional agencies.

Overall, there is a rising sense of pride among employees and residents alike. While there is
much more to do, the City of Hayward is a place where people want to be.

Adopted FY 2022 Operating Budget 15



City of Hayward Strategic Roadmap
Preserve, Protect, and Produce Housing for All

*Needs Funding **Statutory Requirement Y1 (21Y/222) (2;/323) Y3+ Lead Support

Sustain the Navigation Center to House and Support
People who are Homeless

Identify Sustainability funding source for the navigation

csD FIN
center

1a

Oversee operations of the Navigation Center (i.e. funding
1b administration, contract management, data collection, and csD
performance monitoring)

2 |Create a Homelessness Reduction Strategic Plan

2b Implement the Homelessness Reduction Strategic Plan CcsD
3  |Provide winter temporary shelters

Partner with Alameda County to transition from Winter

3a Warming Shelters to Winter Shelters (open nightly, CcsD H?SDE’L
regardless of temperature)* !
Continue partnership with Alameda County to implement

3b |, csD
Winter Shelters*

4 Implement housing incentives and production work plan in
accordance to state housing limits

4b Amend Density Bonus Ordinance** DSD

4c Update Accessory Dwelling Unit (ADU) ordinance** DSD
Develop an Overlay Zoning District to allow RS zoned
properties (single family residential) to develop into a

4d ; - " . DSD
variety of housing types at densities permitted under the
applicable General Plan designation
Explore program to convert tax-defaulted properties to

4e . H
affardable housing

4 Create marketing materials for incentivizing housing 5
production

4g Expand emergency shelter sites in Hayward H

5 |Evaluate the Affordable Housing Ordinance

5b Hold work session for potential revisions H

6 Expend the Affordable Housing Trust funds

&b Issue Notice of Funding Availability (NOFA) or establish H

programs consistent with Council funding priorities

Adopted FY 2022 Operating Budget 16



*Needs Funding **Statutory Requirement Y1 (21Y/§2) (22Yl323) Y3+ Lead Support

7 |Recommend updates to the Rent Stabilization Ordinance

Monitor the implementation of the Rent Stabilization

7b . o
Ordinance and prepare a statistical report
8 |Pursue state housing funding opportunities

Identify and respond to regulations to ensure that
8a Hayward or Hayward-supported projects qualify for state H All
housing funding

Apply for state housing funding to support strategic

8b ; T H All
partnerships and Council priorities
9 Update the Housing Element Plan DSD
10 Implement a Soft Story Ordinance DSD
11 Covid-19 Response
— Allocate and administer CDBG-CV funding for csD Y

homelessness and housing services

Preserve, Protect, and Produce Housing
Year 1 Completed Projects:

Create a Homelessness Reduction Strategic Plan modeled after an empowerment approach and best

2a :
practices, as well as after Alameda County’s EveryOne Home Plan

4a Explore moderate-income financing model

Add a section to Housing and Housing Development staff reports to track accomplishments of Housing

3 Element goals and programs including progress toward meeting RHNA goals

6a Hold a work session on establishing funding priorities for Affordable Housing Trust including the
potential for affordable rental housing, homeownership, co-ops, and shelter opportunities

73 Provide 6-month update on the implementation of Rent Stabilization Ordinance and recommend

amendments

11a Implement and monitor eviction moratorium
11b  Implement CV-19 rent relief program
T1c  Analyze alternative rent increase thresholds

Expand mediation services to tenants and landlords who need support developing a repayment plan for

118 unpaid rent due to COVID

Adopted FY 2022 Operating Budget 17



City of Hayward Strategic Roadmap
Grow the Economy

*Needs Funding **Statutory Requirement Y1 (21Y1222) (22YI?;3) Y3+ | Lead Support

Update and implement a marketing plan, including an
Opportunity Zone campaign

1b |Implement the marketing plan ED CMR

Implement the Vacant Building Property Ordinance and
2 develop a strategy to engage chronic vacant property
owners and activate sites

2b Engage owners and encourage activation of vacant sites ED
3 Strengthen workforce development pipelines

3a Devise plan to maximize workforce development pipelines ED

Re-establish the Business Engagement Program and
referral process to Alameda County Workforce
Development Department to address businesses’
immediate workforce needs

3b ED

Collaborate with Hayward Unified, Eden Area ROP,
Hayward Adult School, CSU East Bay, Chabot College, Life
3c Chiropractic, the YSFB, and local nonprofits to assist in ED
connecting their training, internship, and placement
programs with local businesses

Collaborate with workforce development partners to
organize, host and sponsor job fairs, manufacturing/STEM

3d ED
career awareness events to support a local workforce
pipeline
Deconstruct the former City Center building and
4 |commence discussions regarding future redevelopment of
the City Center properties
4c | Finalize disposition & development agreement M DSD
4d Implement disposition & development agreement CM DSD
c Facilitate disposition and development of Route 238
Corridor lands**
54 Finalize planning on redevelopment of 6 remaining parcel oM DSD
groups
s Finalize disposition & development agreements for all oM DSD

parcels

Adopted FY 2022 Operating Budget 18



5c

10

11

12

13

14

14a

14b

14d

15

15a

*Needs Funding **Statutory Requirement

Implement disposition & development agreements for all
parcels

Update and implement a revised cannabis ordinance to
incorporate best practices to better support cannabis
businesses

Develop and implement a local minimum wage ordinance®

Revise alcohol use regulations to support existing and
encourage more full-service restaurants

Revamp community preservation ordinance to combat
blight and enhance neighborhood livability

Explore a public art program and prioritize gateway
locations

Explore the concept of a business incubator with CEDC,
CSUERB, Chabot College and the Chamber

Continue supporting business development through
concierge service, incentives/grants/loans, collaborations
with the chamber and SBA, and the newly updated events
grants

COVID-19 Pandemic Response

COVID-19 Business Sector Reopening Assistance including
providing consultations with businesses, information
dissemination and new permit/process requirements to be
consistent with evolving public health orders

COVID-19 Restaurant Assistance including facilitating
outdoor dining programs including the Together for
Downtown Hayward program

Sidewalk Vendor Ordinance
COVID-19 Pandemic Recovery Business Assistance

COVID-19 Small Business Recovery & Equity Programs
including exploration and establishment of grant program
targeted to black and other minority-owned business. This
may include providing enhanced technical assistance to
comply with State and County reopening guidelines and
grant funding to invest in required infrastructure.

Adopted FY 2022 Operating Budget
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Y2
(21/22)

Y3
(22/23)

Y3+

Lead Support

™M DSD

DsD

DsSD

DSD

DSD

DsD

ED

ED

ED

DSD/

D CMR

DSD

ED
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*Needs Funding **Statutory Requirement Y1 (21Y1222) (22Yl?;3) Y3+ | Lead Support

COVID-19 Retail Recovery Program including exploration
and development of "Shop Local Gift Card Program" to

15b promote small businesses, induce immediate cash flow ED
and encourage small business adoption of e-commerce
platforms
15¢ Outdoor Gathering Permit established DsD
15d |Outdoor Dining Permit established DsD
15e Temporary Outdoor Business Activities Permit DsD

Grow the Economy
Year 1 Completed Projects:

1a Update the marketing plan
2a Vacant Building Property Ordinance: Enforce ordinance

4a City Center: Complete deconstruction
4b City Center: Commence discussions on property redevelopment

Update form-based zoning codes along Mission Boulevard to streamline new development, focus
commercial development where appropriate, and create a cohesively designed corridor

COVID-19 Policy Development including a commercial eviction moratorium and cap on third-party

14c ; : , ;
delivery service provider fees assessed to restaurant and food establishments

Adopted FY 2022 Operating Budget 20



City of Hayward Strategic Roadmap
Combat Climate Change

Project Proposed Timeframe  Departments

*Needs Funding **Statutory Requirement Y1 (21\{1222) (2;(/5;3) Y3+ Lead Support

1 Reduce dependency on fossil fuels

Explore feasibility of banning natural gas in non-residential

1 . = PW&U DSD, ED
¢ (commercial) buildings {for next code update)

1d Prep.are aplan to fa.ul.ltatt.a transllFllon of natural gas MS | PWRU
appliances to electric in City Facilities
Work with EBCE to transition citywide electricity use to

2 PWRU  MS
100% carbon free {1}2)

3 Transition electricity use in city operations to 100% PWELU MS
renewable energy

4 Adopt & implement 2030 GHG Goal & Roadmap* PW&U  DSD

5 Work with StopWaste to promote a Circular Economy and
Explore Regulation of Single Use Products

5a Conduct outreach regarding single-use disposables PW&U  DSD

5 Develop ordinance regulating single-use food ware in Pwal — DSD

restaurants and coordinate with county-wide efforts

Plant 1,000 trees annually (500 trees per year by City staff,
& 500 additional trees by other partners (HARD, HUSD, CSU, MS DSD
Chabot, and private developers}

Reduce Carbon Emissions - transition 15% of total city fleet

7 to EV/hybrid models* M5 | PWaU
8 Adopt and implement the 2019 Building Code & Fire Code DSD FD
10 Update Tree Preservation Ordinance DSD MS

Combat Climate Change
Year 1 Completed Projects:

1a  Ban natural gas in new residential buildings

1b  Require EV charging infrastructure in new construction
8  Adopt and implement the 2019 Building Code & Fire Code

9  Complete Shoreline Master Plan
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2b

2c

2d

Ze

2f

4a

4b

4c

4d

de

Sa

5c

City of Hayward Strategic Roadmap

*Needs Funding **Statutory Requirement Y1 (21Y1222)
Multi-Modal Transportation

Improve access and mobility in downtown Hayward

Prepare Downtown Specific Plan - Implementation Plan

Implement major corridor traffic calming initiatives

Implement Hayward Boulevard traffic calming plan
Complete Tennyson Road feasibility study
Implement Tennyson Boulevard traffic calming plan

D Street Traffic Calming Plan Feasibility Study

Implement D Street Traffic Calming Plan

Develop and submit a Traffic Impact Fee
Increase transit options and ridership

Work with AC Transit Interagency Liaison Committee to
make bus transit more convenient and reliable

Work with Alameda County Transportation Commission
(ACTC) to develop a rapid bus project along Mission Blvd.

Work with Alameda County Transportation Commission
(ACTC) to implement a rapid bus project along Missicn
Bivd.

Continue to require new development adopt
transpartation demand management strategies to reduce
the use of single occupancy vehicles and encourage the
use of alternative modes of travel

Continue to work with BART to encourage transit-oriented
development on BART owned property in Hayward

Maintain and improve pavement

Maintain Pavement Condition Index {(PCl) at 70*

Construct various OHHA pavement improvements

Develop a micro-mobility policy {eBikes, eScooters)
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Y3
(22/23)

Y3+

Lead Support

PW&U

PW&U

PW&U

PW&U

PWE&U

PW&U
PWE&U

PW&U

PW&U

PW&U

PW&U

PWE&U

PWE&U

DSD

csD

DSD

DSD
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7b

7c

8a

8b
8¢

ad
8e

8f

8g

9b

10

10a
10b

10c

11

11a

11b

11d

*Needs Funding **Statutory Requirement Y1 (2:/222) (2;,?;3) Y3+

Improve Mission Boulevard as a key ‘Gateway to the City’

Explore funding of Mission Boulevard Phase 2 and Linear
Park

Complete design of Mission Boulevard Phase 3 and
construction®

Implement the Bike & Ped Master Plan
Add 2 miles of sidewalks per year*

Add 10 lane miles of bike lanes per year

Assess Safe Routes to School

Implement Safe Routes School*
Assess Safe Route for Seniors in the downtown area

Implement Safe Route for Seniors in the downtown area*

Conduct a feasibility study of Jackson Street
Improvements*

Expand EV charging infrastructure for city fleet and
employees*

Construct additional EV charging facilities

City Buildings & Facilities
Investigate major municipal building upgrade needs
Conduct a site and cost analysis of a new Police building
Conduct a needs assessment of upgrading the Corp Yard

Investigate funding options for new Police building and
Corp Yard

Upgrade and maintain Airport infrastructure and facilities
Rehabilitate the pavement in phases

Design, enclose, and construct open sections of Sulphur
Creek adjacent to runways

Design and construct Engineered Materials Arresting
System (EMAS) at the departure end of Runway 28L

Design and construct capital improvements to Airport
hangars

Adopted FY 2022 Operating Budget

Lead Support

PW&U

PWE&U

PW&U
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PW&U
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*Needs Funding **Statutory Requirement

Construct the fire station and Fire Training Center

Water Supplies, Sanitation & Storm Sewers

Y1

Y2
(21/22)

Y3
(22/23)

Y3+

Lead Support

PW&U FD

PW&U

PW&U
PW&U

PWE&U

PW&U

PW&U
PW&U

PWE&U

™
PW&U T

13 Upgrade water system infrastructure
13b Replace an average of 3 miles of water pipelines annually
14 Update Water Pollution Control Facility Phase Il Plan
14a Design the upgrade
14b Construct the upgrade
15 Upgrade sewer collection system by replacing an average
of 3 miles of sewer lines annually
16 Implement phase 2 of solar project and investigate interim
usages of additional energy
17 Meet regulatory requirements for zero trash in stormwater
by installing trash capture devices
17a Install trash capture devices
17b Perform related trash reduction activities
18 Expand recycled water facilities
18b Develop a Recycled Water Master Plan
Information Technology
19 |Improve broadband network
19a Investigate the use of dark fiber
19b Finalize implementation of fiber grant
19c¢ Complete installation of dark fiber
Improve Infrastructure
Year 1 Completed Projects:
1a Implement downtown parking plan
2a  Complete Hayward Boulevard feasibility study
5b Prepare OHHA pavement improvement program design and financing structure
7a Complete construction of Mission Boulevard Phase 2
9a EV charging infrastructure for city fleet and employees - Conduct analysis of future demand
13a  Develop and launch Advanced Metering Infrastructure (AMI) customer portal

18a  Complete RW project construction (initial phase)
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City of Hayward Strategic Roadmap
Improve Organizational Health

Y1 Y2 Y3

*Needs Funding **Statutory Requirement (20/21) (21/22) (22/23)

Y3+ Lead| Support

Fiscal Sustainability
1 Maintain and expand fiscal sustainability
1a |Evaluate an increase to the Transient Occupancy Tax FIN

Continue to investigate funding tools and cost reduction
1b strategies for PERS, other post employment benefits FIN
(OPEB] liability, and other health care costs

1c Redo the Business License Tax FIN
Racial Equity

Develop and implement a racial equity action plan to best
serve our community and support our employees (follow
up action from the Committee for an Inclusive, Equitable,
and Compassionate Community)

.. . CM,
2a |Create a language accessibility policy GARE All
- . CM,
2b |Create a training policy GARE All
3 Work across Strategic Roadmap priorities to include racial CM, All
equity lens GARE
4 Continue city participation in the Government Alliance for M All
Racial Equity
Employee Engagement, Professional Development,
and Retention
Continue to support and build capacity for lean innovation
5 L CMO All
throughout the organization
Perform staff resource allocation and workforce and EIN/H
& prioritization analysis to support annual budget process R HR, All
and explore succession planning efforts*
- Dev.e.lop talent acquisition plan for citywide and critical HR All
positions
&b Dev.elop fa\nd Implement a Recruitment and Re- HR All
engineering Plan
g Continue employee engagement initiatives and develop HR,
employee recognition programi(s) ™

Interdepartmentally collaborate to formalize, expand and
10 promote the onboarding program to improve new HR All
employee experience
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Project Proposed Timeframe Departments

*Needs Funding **Statutory Requirement Y1 (21Y/§2) (22Yl323) Y3+ Lead Support

Create an interdepartmental team to develop standards
10a for creation of citywide operating protocols and desk HR All
manuals in preparation for loss of institutional knowledge

Develop a template/checklist departments can use to

10b § ; HR All
standardize and ease on-boarding
Continue the one-on-one coaching program including
10¢ speed coaching events and establish a “buddy” System for HR All
new employees; explore new coaching and mentoring
opportunities
10d Use technology to create efficiencies HR All
11 Develop talent development initiatives and training
platform
11a Develop training academy to cultivate leadership skills HR All
11b Qeve!op training calendar to expand and share resources HR All
citywide
Explore a path to higher education for employees (i.e:
¢ . HR All
working scholar’s)
11d Develop an employee initiated talent development plan LR All
involving interdepartmental representation
12 Develop a managerial course to cultivate leadership skills
12a Identify training areas HR All
12b Roll out pilot course HR All
12c Integrate with performance evaluations HR All
13 Cept.rallz_e training platforms to reap greater use and HR All
efficiencies
Efficient, Safe & Collaborative Work Environment
14 Increase security footprint and reduce system outages
s Establish an Information security awareness training and T
outreach program
14b Upgrade water utility technology T PW&U

Extract and publish data from existing city systems to
assist in key decision making across the City as well as
providing deeper access to our residents and
stakeholders {(data-driven).

15

Explore additional modules in Opengov to assist with
15a visibility and awareness of current spending and future IT
projections

DsD,

15b Implement new online planning and permitting solution T PWRL
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Project

*Needs Funding **Statutory Requirement

Deliver products and services that facilitate access to the
16 city’s technology-based tools beyond the confines of the
office {mobile-focused)

16a Improve [T asset management program
16b |Establish new mobile device management solution

Identify, assess and upgrade systems, infrastructure, and
17 'technology to modern architecture and design
{modernize technology and systems)

17a Replace aging fiber optic lines between City facilities
17b Upgrade City network connections and speeds

Analyze and shift technology solutions and services to
18 external web-based platforms and providers {cloud-first
transition}

Assess current ERP solution, investigate new offerings

18a : ; . ;
available and implement appropriate solutions.

Communications

Maintain and expand communications efforts to better
inform and gather input from the community

19a Conduct a website audit and update

19d Reconstitute the Citywide Communications Committee
19e Relaunch In the Loop

19f |Issue an RFP for translation services

Explore using additional social media channels to
broadcast City Council Meetings

19h Create a CRM operations desk manual
19i |Conduct the Biennial Resident Satisfaction Survey

Continue working with local partners to promote and
19j recognize Hayward events and accomplishments, as
appropriate

20 Employee Wellness during Covid-19
Develop and Implement COVID-19 Contract Tracking and
Tracing Protocol

20b Develop and Implement a COVID-19 Testing Protocol

c Develop and Implement a Citywide Safe Return to Work
Strategy/Plan

Enhance and Implement a mare rigorous Employee

28 Wellness Program
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Departments

Lead Support
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Project

Proposed Timeframe Departments

*Needs Funding **Statutory Requirement

Covid-19 and Remote Work Response
21 Remote work updates due to Covid-19

Develop and Implement a Virtual Training/Resource

21a -
Communication Strategy

Develop, implement, and support remote technology and
tools to transition the workforce to a WFH environment
22 Budget changes due to Covid-19

Ammend Budget to account for economic loss due to
pandemic

22b Apply for FEMA reimbursement

Y2 Y3
Y1 21/22) (2223 Y3+ Lead Support

HR All
IT

FIN All
FIN All

Improve Organizational Health

Year 1 Completed Projects:

1a |Evaluate an increase to the Transient Occupancy Tax

7  Increase employee homeownership by rolling out a down payment assistance program for City Staff

8 |Re-engineer performance management process to align with organizational values

19b Conduct a public opinion survey on the Transient Occupancy Tax

19¢ | Inform the public about the 2020 Census
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1a
1b

1c

2a
2b

3b

4a

4b

Sa
Sb

ba

6b

7a

7b
7c

City of Hayward Strategic Roadmap

*Needs Funding **Statutory Requirement
Oversee the rebuilding of the South Hayward Youth and
Family Center (the Stack)*
Finalize financing

Design and construct center

Continue working with service providers to ensure a mix
of services and opportunities that best address the
needs of the corridor,

Complete gateway and corridor landscape
beautification*

Complete Tennyson corridor landscape beautification

Complete Jackson corridor landscape beautification

Implement mental health comprehensive assessment
teams (CATT]) to provide targeted mental health services
and avoid inefficient use of public safety resources

Roll out permanent CAT program (outside of County)

Update comprehensive emergency services plan for
community and staff

Update and approve community emergency plan

Implement updated plan

Update fire strategic plan

Update and adopt strategic plan

Implement strategic plan

Plan library operations and hours to leverage the new
facility

Conduct survey of library hours need and analysis of use

Conduct strategic planning and implementation

Implement targeted illegal dumping prevention
program®*

Pilot programs and analysis
Roll out permanent program

Operation Clean Sweep

Implement Hayward Police Department Community
Advisory Panel
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Y2 Y3
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™
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*Needs Funding **Statutory Requirement

Expand existing support services offered by the Hayward
9 Police Department Youth and Family Services Bureau to

include life skills, education and restorative justice

Implement a strategy to compel Union Pacific to clean up

10 their unsafe and blighted properties, mitigate public

safety risk, and reduce inefficient use of staff resources

12 Complete La Vista Park
12a Design La Vista Park
12b Construct La Vista Park
13 for Council consideration
14 Covid-19 Response

Create and implement Homeless Encampment Task

15
Force

16 Implement Solutions to Increase Community Safety

16c Implement Dispatch Needs Assessment and Capacity

16d Implement Mobile Mental Health Response Team

16e Implement District Command Behavioral Health Clinician

16f Implement Behavioral/Mental Health Coordinator
16g Implement Law Enforcement Community Internships
16h Implement Neighborhood Participatory Budgeting

16i Implement CSO Response to Property Crimes

16j Implement HPD Training Curriculum Working Group
18 Design and implement Cnline Library Programming
19 Design and implement Library Curbside Service

20 Design and implement Tech Lending Library

21 Design and implement Bookmobile Program

Adopted FY 2022 Operating Budget

Evaluate options for adding bathrooms to Heritage Plaza

Y1

Y2
(21/22)

Y3
(22/23)

Y3+

Lead Support

PD

CAQ,
DSD,
CM  PWR&U,
FD, PD,
MS

PWE&U
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DsD,
PD, H,
MSD

CM,
FD, PD

CM,
FD, PD

CM,
FD, PD

CM,
FD, PD

PD HR
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PD

CM  PD,HR
Lib

Lib
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3a
4c
11
14a
14b
T4c
14d
16a
16b
17

Support Quality of Life
Year 1 Completed Projects:

Mental health comprehensive assessment teams (CATT): Assess findings from pilot

Conduct arisk & resilience’ assessment of water system and update emergency response plan**
Implement a vaping ban

Establish Graffiti Relief Program

Launch and run Food Distribution Operation

Launch and run Covid-19 Testing Site Operation

Operate Long-term Partial Activation of EOC, including rapid rollout of Veoci

Conduct community engagement and public polling to understand community concerns
Implement Policy Innovation Workshop

Implement Census 2020 Community Engagement

Adopted FY 2022 Operating Budget
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=\ HAYWARD

June 2021

Honorable Mayor and Members of the City Council:

The City has faced many challenges over the past year. It gives me great pride to know that every step
of the way, the City has met each challenge with thoughtfulness and resilience. The City led the way
in terms of response to the pandemic, providing support to the community in a variety of areas from
COVID-19 testing to food delivery to economic assistance for businesses to creating policies to
protect commercial and residential tenants to providing shelter for the unhoused. This work has been
a testament to the commitment the City has to the Hayward community. While we saw many
organizations wait for direction from others, Hayward paved the way for many to follow all while
facing budget challenges of its own and caring for its employees.

The City, like most agencies, is still facing challenges as it works to recover during the ongoing
pandemic. The challenges brought by economic recovery and uncertainty are infinite, but | am
confident that the City will eventually recover and continue to thrive. It is my hope, and assuredly the
hope of Council, that the recovery is rapid and full. To that end, the City will be using the funds it
receives from the Federal stimulus package to strategically aid in the recovery as well as position the
City for long term success. | remain committed to moving the organization forward and being at the
forefront of innovation as we proceed. While the City continues to face challenges in building long
term fiscal stability, we will continue to meet the demands and needs of the Hayward community.

The FY 2022 adopted budget does reflect a use of General Fund reserves and does not include the
funds the City will receive from the Federal stimulus package, which we plan to bring back to Council
for appropriation in July. The adopted budget also does not incorporate any of the recommendations
stemming from the Policy Innovation workshops on public safety. The recommendations from the
Policy Innovation workshops and budgetary needs were presented to Council for consideration during
a separate meeting in June. The budgetary recommendations and appropriations considered and
approved by Council amended the FY 2022 adopted budget.

The City's General Fund entered fiscal year 2020 with reserves of $36.9 million; this amount equated
to approximately 19.7% of budgeted expenditures in the General Fund. During FY 2020, however, the
City used approximately $6.0 million in reserves to continue to provide services to the community and
provide organizational stability while seeing reductions to many key revenue sources. The City began
fiscal year 2021 with General Fund reserves of $30.8 million, representing approximately 18.2% of
budgeted expenditures, while projecting a use of approximately $2.2 million of reserves. The FY
2022 adopted budget includes a General Fund Reserve use of $6.2 million, ending the year
with $22.4 million in the reserve, approximately 12.2% of budgeted expenditures; these
amounts do not include any American Relief Plan Act funds that may be used to restore
reserves used to provide services during the pandemic The adopted budget does include
restoring previous reductions in community programs and funding for certain capital expenditures
that were significantly curtailed in FY 2021 as well as eliminating employee furloughs and other
concessions. These factors, along with sluggish revenue recovery, are contributing to the projected
use of reserves for FY 2022.

While there are few remaining visible signs of the Great Recession of 2008-2011, the City still
struggles with a structural budget gap, given rising pension contributions and other factors. Closing
this gap has been challenging year after year as the City works to reduce its unfunded liabilities, meet

w

www.hayward-ca.gov

33



ongoing service demands, address its capital needs, and appropriately address emerging needs. While
slowing a bit, Hayward continues to see stability in many of its key General Fund revenues,
such as Property Tax and Sales Tax, but we continue to experience considerable growth in
employee benefit costs, particularly pension and post-employment healthcare costs. The
phased in lowering of the CalPERS discount rate to 7% and modifications to the mortality and
investment risk assumptions only exacerbate the already steep growth in retirement benefit
rates for cities; further changes based on recent performance of the CalPERS investment fund
are anticipated in the coming fiscal years. The City is also working to address emerging needs
that were not previously a significant part of our operations such as the increasing demands
on the organization and community to serve and support our unhoused population and
addressing the housing crisis. While there are some resources available from outside funding
sources, this funding is not enough to entirely address the additional need.

The impacts of the COVID-19 pandemic have severely impacted several industries, resulting in an
unprecedented number of unemployment claims. Recently released June 2021 national
unemployment rates are 5.9%, representing 8.7 million unemployed persons. The rate is down
considerably from its recent high in April 2020, but is 2.4% higher than pre-pandemic levels in
February 2020. As of June 2021, California has a current unemployment rate of 7.7%, representing
almost 1.4 million unemployed persons. Alameda County unemployment was at 6.7% as of June
2021. In Hayward specifically, we have seen major impacts to building permit, Utility Users Tax (UUT),
and transit occupancy (hotel) tax revenues, as a result of industry declines in hotel use/business travel,
construction activity (building permit revenue), employees working from home/industrial business
closures (decline in industrial/commercial UUT payments), and sales activity reductions in business to
business, transportation and general retail industries (sales tax reductions).

Future years in the City's General Fund forecast continue to project significant structural budget gaps,
primarily attributed to the current economic uncertainty, and growth in employee benefit costs,
particularly pension and retiree healthcare (OPEB) costs. As we continue to work to address
and resolve the City's ongoing structural deficit, we must also strategically address staffing
needs throughout the organization to manage increasing workloads and emerging needs in
our community. Our deferred infrastructure and capital needs, along with our unfunded
liabilities like CalPERS and OPEB, must also be accommodated in both our short and long-
range financial planning.

A continuing challenge to balance...

The adopted FY 2022 General Fund budget is balanced with the reluctant use of General Fund
Reserves. In FY 2021, to assist in balancing the operating budget, the City deferred the planned
contribution to fully fund the OPEB Annual Required Contribution (ARC). The FY 2021 adopted budget
included funding the pay as you go portion of $3.5 million and an additional $1 million towards the
ARC amount for OPEB contributions, totaling $4.5 million in FY 2021 for OPEB payments. During the
FY 2021 mid-year process, Council affirmed the commitment to moving towards full funding of the
OPEB ARC by authorizing an additional $1.0 million contribution. The adopted FY 2022 contribution
includes funding the pay as you go portion of $3.6 million as well as an additional $4.3 million toward
the ARC ($7.9 million in total OPEB payments). The FY 2022 adopted budget is the first time the City
has fully funded the ARC, meeting the Council's original commitment of fully funding this benefit by
FY 2022.

While the City certainly faces its financial challenges, the voters of Hayward have been a wonderful
partner in our mission to achieve long-term fiscal sustainability. "Measure A,” passed in June 2009
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and re-approved in June 2016 by 73.3% of the voters for a 20-year period, generates approximately
$16.6 million annually in Utility Users Tax (UUT) funds. This has allowed us to maintain staffing levels in
public safety, as well as for other critical City services. Absent re-approval, the City would have had an
enormous financial gap that would have required drastic and immediate measures (including service
reductions) to correct.

The community should take pride in all the successful efforts we have made to effectively utilize the
Measure A revenue in a way intended by Council and the voters. Even during the darkest period of the
recent Great Recession, we have been able to maintain the same number of sworn personnel as
before the recession, in both Fire and Police. We did that while maintaining other essential services,
albeit with a reduced staff.

Additionally, Measure C, a 0.5% local sales tax add-on, was approved for 20 years by 67.4% of the
voters in June 2016. This has generated approximately $15.4 million a year to fund debt service for
the financing and construction of the new Library and Community Learning Center and adjacent
plaza, improvements to fire stations, a new Fire Station 6 and regional fire training center, and the
repaving of many City streets, as well as providing funding for increased police and maintenance
staffing and services.

In the November 2018 election, the voters of Hayward again expressed their support for preserving
City services by approving Measure T, which increased the City’s Real Property Transfer Tax with a
positive impact on the General Fund estimated between $5.5 and $7.0 million annually. This increase
will allow the City to maintain services and work towards addressing the demands of the developing
Hayward community.

In November 2020, the voters of Hayward approved an increase to the City's Transient Occupancy
Tax (TOT) of up to 14.5% when they ratified Measure NN. Projections prior to the COVID-19
pandemic estimated additional General Fund revenues of up to $3.0 million annually. Council has yet
to act on their ability to increase the tax rate as local hoteliers are struggling through the COVID
recession, given that the travel industry has been hit harder than most other industries during this
crisis.

Balancing the budget and staffing resources to meet service demands...

Staffing resources in the General Fund are at 671.8 positions for FY 2022, down from a high in FY 2003
of 773 General Fund positions. Total citywide staffing (inclusive of all operating funds) hit a high of
937 in FY 2003; in FY 2022, there are 909.8 positions budgeted.

We must continue to be mindful that increases to staffing absent additional funding sources only
widens the structural budget gap and exponentially increases unfunded liabilities for CalPERS
(retirement) and OPEB (retiree medical benefits). The adopted budget has extremely limited staffing
growth. The City will continue to be strategic in its staffing decisions as we work towards fiscal
sustainability.

The continued quest towards long-term fiscal sustainability...

For the past several years, the City has been effective in implementing strategies to avoid the ongoing
use of General Fund reserves to fund operations. However, FY 2022 is currently projecting a
significant use of General Fund reserves. It will take the City time to rebuild and restore adequate
reserves to provide stability following the economic havoc resulting from the pandemic. Restoring
reserves is critical should another catastrophic event take place and the City face an immediate need
for funds to stabilize the community and preserve City services. | am confident the continued

Adopted FY 2022 Operating Budget 35



partnership between the community, staff, and Council will help us weather this storm and work back
to a place of consistently building towards adequate reserves. During FY 2018, we developed a new
ten-year financial model and identified a number of budget balancing strategies that the Council
reviewed and prioritized during an October 2017 work session. The City has worked diligently over
the past three fiscal years to implement these strategies, which included: successful labor negotiations
with all labor groups to achieve annual savings over projected amounts; going to the voters to ask for
an increase in the City's Real Property Tax Rate from $4.50/$1,000 of valuation to $8.50/51,000 of
valuation as well as an increase to the Transit Occupancy Tax from 8.5% to 14.5% (which will be
implemented upon further recovery of the hotel sector); and an update to the City's cost allocation
plan. The addition of Federal stimulus dollars during FY 2022 will provide important one-time revenue
to support the City’s and the community’'s economic recovery but we will still need to continue our
work implementing additional balancing strategies and working towards long-term fiscal
sustainability. While difficult decisions may be necessary, the General Fund Ten-Year Plan clearly
demonstrates that we cannot continue to balance the budget with a use of Reserves.

In this struggle to resolve our structural deficit and meet the demands of the future, | want to
recognize and be thankful for the leadership and courage of our Mayor and Council. The decisions
you have had to make through the COVID-19 pandemic and the challenges to the local economy we
have faced this fiscal year have been extremely difficult, and you met them each with honesty,
fairness, and a keen sense of your responsibilities to both the organization and its employees and the
community you represent. | also want to specifically thank those of our employee groups that
contributed to the City’'s economic stability during the last fiscal year through furloughs and other
critical concessions, e.g. forgoing cost of living adjustments. It is largely through the partnership with
our elected officials, our executives and unrepresented employees, and our multiple bargaining
groups that the City works every year to balance the annual General Fund operating budget in a
variety of ways.

| look to a bright future for all of us as we recover and work our way back toward fiscal
stability in FY 2022, as well as continue to provide the core services we deliver to Hayward
residents and businesses. We must always be mindful of the future and the long-term
consequences of our actions today. We will work towards solutions that have meaningful
impact together. Hayward is a wonderful community that understands and truly honors the
value of diversity in every facet of life. Our municipal organization is committed to the value
of being a “family” despite our immediate differences; one that has shown its grit and mettle
through the tough years and one that looks to the future with maturity, strength, and a strong
commitment to service. Thank you for the honor and the privilege of being your City Manager
and the opportunity to lead such a fantastic organization in service to our community.

Sincerely,

/ ?
Kelly McAdoo
City Manager
ICMA-CM

Attachment: FY 2022 Budget Overview
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CITYWIDE BUDGET OVERVIEW

CITYWIDE FINANCIALS

The City's operating budget is comprised of a number of different funding sources.! The
General Fund is the largest single fund and represents the resources over which the City
Council has the most discretion. The total adopted City expenditure budget for the FY 2022
is $349.5 million, with a General Fund budget of $184.8 million.

Table 1: City Expenditure Budget Summary - All Funds

Expenditures

FY 2020 FY 2021 FY 2022
in 1,000's Adopted Adopted Adopted $ Change % Change
General Fund 172,104 169,567 184,787 15,220 9.0 %
All Other Funds 179,675 157,132 164,701 7,569 48 %
Total City Budget 351,779 326,699 349,488 22,789 7.0 %

The FY 2022 adopted budget reflects a General Fund expenditure increase over the FY 2021
adopted budget of 9.0%; The FY 2022 adopted budget also shows an increase to All Other
Funds of 4.8%.

The increase in both the General Fund and All Other Funds is primarily due rising personnel
and benefit expenses, fully funding the City's OPEB ARC, and restoring budget service levels
congruent with levels prior to the reductions implemented in response to the pandemic in
March 2020. The FY 2021 Adopted budget included several reductions: negotiated employee
concessions, a significant hiring freeze, reductions in supplies and services, program service
reductions, and a deferral of contributions to other post employment benefits unfunded
liability and capital contributions. The reductions made in FY 2021 assisted the City in closing
the significant projected budget gap.

The adopted FY 2022 Operating Budget reflects an overall increase of 7.0% for all funds
combined over FY 2021

CITYWIDE STAFFING

The FY 2022 adopted budget reflects staffing changes over what was approved at the time of
adoption of the FY 2021 Budget, resulting in a net increase of .8 budgeted Full Time
Equivalents (FTE) to the General Fund and 1.8 budgeted FTE net increase in other funds.
Staffing changes result in a 0.3% increase (or 2.5 FTE) in overall labor resources.

The Staffing section of the budget document provides more details regarding specific
department and fund staffing changes.

! Other funds is comprised of all non-General Fund revenue sources with key funds including the
City's enterprise funds (Water, Sewer, Airport, etc.), Internal Service Funds (Facilities, Fleet/Equipment,
Technology).
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Table 2: Staffing Summary

FY 2019 FY 2020 FY 2021 FY 2022
FTE Summary Adopted Adopted Adopted | Adopted # Change % Change
General Fund 664.1 673.7 671.07 671.82 0.75 0.1%
All Other Funds! 230.2 235.6 236.23 237.98 1.75 0.7%
Total City Budget 894.3 909.3 907.3 909.8 2.5 0.3%

GENERAL FUND DISCUSSION

The General Fund represents over fifty percent of the City’'s total operating costs, and
provides many important services such as police and fire services, street maintenance, code
enforcement, library and learning services, and other community programs for the residents
of Hayward.

The economic crisis that began in 2008 hit the General Fund the hardest of all of the City's
funds. In 2011, the General Fund forecasted a 30 million deficit - a reflection of the severe
loss of revenue caused by the recession with the continued forecast of expenditure growth
relating to the cost of providing services outpacing revenue growth.

In October 2017, the City held a Fiscal Sustainability work session, where the Council was
presented with a new and updated General Fund Long Range Financial Model (Model), as
well as options for revenue generation, cost shifting, expenditure controls, and changes to
service provisions to assist in closing the City’s long term structural budget gap. Council
supported exploration of options from all categories with the exception of reductions to
provision of services.

In FY 2021, the City continued to address challenges related to the COVID-19 pandemic, and
its impacts on the Hayward Community. Similar to neighboring municipalities several key
revenue sources were negatively impacted, directly affecting both short-term and long-term
financial outlooks. While continuing to balance the financial impacts of the pandemic, the
City immediately responded to supporting the community by enacting a local emergency on
March 17, 2020.

During the past year, the City has funded and partnered with various outside entities to
establish services and programs to support the community. The funds authorized by Council
to address concerns within the Hayward community regarding the impacts of pandemic
were used to obtain necessary supplies, requisition of necessary personnel or materials, or
otherwise took steps or incurred such costs as may be required for the general welfare and
safety of the community. These services and programs created, include but are not limited
to: 1.) COVID-19 drive-thru testing site; 2) Food distribution sites; 3) Distribution of personnel
protective equipment to the community; 4) Disbursement of small business grants to those
severely impacted by the pandemic; and 5) Developed partnerships to establish vaccination
sites within the Hayward community to provide access to the most vulnerable population.

While FY 2021 is projected to end of the year using $2.2 million in General Fund Reserves, this

is an improvement over what was projected at the time of adoption, which forecasted a use
of $3.3 million in General Fund Reserves. The change in use of projected reserves is primarily
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attributed to updated revenue projections, including receiving the CARES Act funding
allocation through the State.

As we move into FY 2022, the City continues to balance the challenges related to continued
negative impacts on key revenue sources, rising operational expenses, while continuing to
provide support to the most vulnerable members of the Hayward community directly
impacted by the pandemic. The adopted FY 2022 budget shows a $6.2 million use of General
Fund Reserves. The City continues to forecast structural budget gaps in future years, as the
City continues to recovery from the impacts of the pandemic, and balance rising operational
expenses. This will likely take a couple of years to recover back to pre-2020 levels.

Critical Cost Drivers impacting FY 2022 and beyond include:

« Continue Efforts in Recovery from the COVID-19 pandemic

» Restoration of Program and Service Reduction in several areas

» Elimination of Furlough Requirements

» Escalating CalPERS retirement costs, related to the recent PERS performance and
economic downturn

e Fully Funding Retiree Medical benefits (OPEB ARC)

» Addressing growing community needs during downturn

Table 3: General Fund Long Range Financial Model

General Fund Budget (mil.)
—e— Expense Revenue

$280

$260 o3y 243

230

$240 218 224
$220 194 200 207

185
$200 77 175 s
$180 155
$160

$140

18 19 20 21 22 23 24 25 26 27 28 29 30 31

Basic General Fund Long Range Financial Assumptions

In FY 2017, the City worked with Management Partners to develop and enhance its General
Fund Long Range Financial Model (Model). The Model is a dynamic planning tool used to
assist City Council and staff in managing and projecting the City's current and future fiscal
status. The updated Model provides sophisticated economic forecasting, escalation factors,
and detailed personnel related costs. The City uses the Model to simulate a variety of
different fiscal scenarios to understand the long-term fiscal impacts to the General Fund.
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General Fund Reserve

The General Fund Reserve is made up of funds intended to support City operations during
emergency situations (such as a catastrophic natural or financial disaster). It also provides
some flexibility to address one-time priority programs, smooth out economic swings, and
buffer the loss of state and federal funds. Current City Council policy is to maintain a
reasonable Reserve level equal to 20 percent of total General Fund expenditures.

The adopted FY 2022 Operating Budget forecasts that the City will end the fiscal year by
spending $6.2 million of General Fund Reserves. The estimated FY 2022 ending General Fund
Reserve is approximately $22.5 million, resulting in a projected Reserve level of 12.2 percent.

It is Council’s policy to replenish the General Fund Reserve when it dips below the 20 percent
threshold as one-time funds become available. Council has been wise in past uses of
reserves, and staff has made every effort to maintain reserve levels at or above Council
policy. It is because of this prudent and very minimal use of reserves to fund operations that
the City has been able to make it through this period in ways that many other agencies have
not.

KEY FY 2022 BUDGET CHANGES

The following General Fund analysis provides a comparison of the adopted FY 2022
Operating Budget to the immediate previous years. FY 2021 “Projected” is based on how staff
anticipates the fiscal year will end; the actual ending balance may be different when the year
is closed and financial audits are complete.

General Fund Revenues

Overall, staff is projecting an increase in General Fund revenues in FY 2022 over the amounts
adopted during the FY 2021 mid-year budget process for General Fund revenues of
approximately $5.8 million or 3.2 percent. General Fund revenue projections year over year
comparison represents an increase $12.3 million of 7.4 percent over the FY 2021 adopted
budget. Each revenue category varies in its change over the prior year, with some revenues
seeing declines and others experiencing increases.
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Table 4: FY 2022 Adopted General Fund Revenues

A B C D E F
FY 2020 FY 2021 FY 2021 FY 2022 Change$ Change %
(in the 1,000's) Actual Adopted Projected Adopted (D-B) (D/B-1)
Revenue

1 Annual Property Tax - Recurring $ 54,450 S 52,438 S 53,938 S 55,672 S 3,234 6.2%

2 RPTTF Pass- Thru & Annual 3,981 3,062 3,062 3,137 75 2.4%

3 Property Tax Total $ 58,432 § 55,500 $ 57,000 $ 58,809 $ 3,309 6.0%

4 Sales Tax (incl Prop 172) 39,680 33,000 35,000 41,078 8,078 24.5%

5 Utility Users Tax 16,066 18,135 17,135 17,542 (593) -3.3%

6 UUT Prior Period Payment — — — . —

7 Franchise Fees 10,582 11,150 11,150 10,590 (560) -5.0%

8 Property Transfer Tax 12,150 13,500 14,500 14,500 1,000 7.4%

9 Business License Tax 2,851 2,701 2,701 2,700 1) —%
10 Transient Occupancy Tax 2,187 1,800 1,000 1,500 (300) -16.7%
11 Cannabis Tax 3 100 500 650 550 550.0%
12 Emergency Facilities Tax 2,030 1,800 1,800 3,250 1,450 80.6%
13 Charges for Services 11,978 12,973 12,973 10,820 (2,153) -16.6%
14 Intergovernmental 6,699 8,286 11,765 7,733 (553) -6.7%
15 Fines and Forfeitures 2,210 2,292 2,262 2,310 18 0.8%
16 Interest and Rents 465 579 579 650 71 12.3%
17 Other Revenue 810 532 532 2,533 2,001 376.1%
18 Total Revenue $ 166,143 $ 162,348 $ 168,897 $ 174,665 $ 12,318 7.6%
19  Transfers In-Other Funds 3,964 3,967 3,967 3,969 2 0.1%
20 Total Revenue/Resources S 170,107 $ 166,315 $ 172,864 $ 178,634 §$ 12,320 7.4%

A summary of key revenue assumptions for FY 2022 follows. Please note that the General
Fund section of the budget document contains further discussion and analysis of key General
Fund revenue categories.

Property Tax - In FY 2022, Property Tax revenue is projected to increase 6.0 percent over the
amount adopted in FY 2021 revenues. The projection for Property Tax revenue is primarily
based on the annual County Assessor’s Office estimate of assessed values, with projections
for the adopted budget based on information provided by the Assessor in March.

In addition, the City uses a property tax consultant to review and confirm estimates. Future
annual growth is projected between 2 percent-5 percent.

Sales Tax - Projections for FY 2022 reflect an increase of 24.5 percent from the amount
adopted in FY 2021. During the early stages of the pandemic, there were significant
uncertainty around the impacts on this revenue source. FY 2021 projected reflects a
continued decline in Sales Tax with a projected decline of 13.4 percent over FY 2020 Actual.
A rebound of the economy is projected to begin in FY 2022 with a projected increase of 24.5
percent over FY 2021. This is primarily attributed to the State's meaningful efforts to lift many
of the restrictions that were established in March 2020 in response to the pandemic, as well
as impacts on related to the South Dakota v. Wayfair decision.

Real Property Transfer Tax - FY 2022 Transfer Tax revenues are projected at $14.5 million - of
which $10.3 million are considered recurring baseline revenues pursuant to current Council
policy. This is an increase of $1.0 million over FY 2021 adopted revenues.
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« RPTT Volatility and Base Annual Revenues: RPTT is volatile revenue - and is entirely
connected to Hayward's real estate market conditions, both value and rate of sales. It
is reasonable to assume that Hayward will receive an annual base of revenues due to
normal property turnover. However, given the unpredictability of this revenue, it is
also reasonable to assume that spikes to this revenue are one-time in nature.
Meaning, revenues received in excess of an annual base, currently set at $10.3 million,
are considered non-recurring and are to be used toward one-time expenses such as
replenishing the General Fund reserve, capital improvements, and/or reductions of
benefit liabilities. This prudent fiscal approach helps avoid the mistake of budgeting
recurring costs against one-time spikes in revenue - thereby exacerbating the City's
structural budget gaps.

Franchise Fees - This revenue category is comprised of franchise fees assessed on utilities
doing business within City limits (e.g., refuse, gas, electricity, cable, etc.) and is assessed as a
percentage of gross receipts. Overall franchise fees are experiencing a decrease of 5 percent
for FY 2022 to align with contractual agreements and prior year actual.

Charges for Services - This revenue category is comprised of a variety of fees for building and
development related activities. Due to the downturn of the economy, FY 2022 projects a 16.6
percent decrease over FY 2021 Adopted.

General Fund Expenditures

Overall, the adopted FY 2022 expenditures have increase over the FY 2021 Adopted Budget
by $15.2 million or 9 percent. There are several factors driving the expenditure growth,
almost entirely the result of employee-related costs, fully funding the OPEB ARC, and
emerging capital infrastructure needs that are supported through General Fund transfers.
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Table 5: FY 2022 Adopted General Fund Expenditures

A B C D E F
FY 2020 FY 2021 FY 2021 FY 2022 Change$ Change %
(in the 1,000's) Actual Adopted Projected Adopted (D-B) (D/B-1)

1 Expenditures
2 Salary $ 74,684 $ 82,189 S 82,189 |S 84,129 § 1,939 2.36%
3 Overtime 9,767 3,320 3,320 3,320 — 0.00%
4 Wages Subtotal $ 84,451 $ 85,509 $ 85,509 |$ 87,449 $ 1,939 2.27%
5 Medical/Dental/Other Benefits 12,505 15,246 15,246 15,845 599 3.93%
6 Retiree Medical (pay-go) 3,107 3,057 3,057 3,248 191 6.24%
7 Worker's Compensation 6,791 8,143 8,143 8,022 (121) -1.49%
8 Retirement (CalPERS) 30,183 34,536 34,536 37,602 3,066 8.88%
9 Benefits Subtotal $ 137,036 $ 146,490 S 146,490|$ 152,165 $ 5,674 3.87%
10 Assumed Vacancy Savings - (3,794) (3,794) (2,722) 1,072 -28.24%
11 Program Reduction Savings - - - - 1,822 -100.00%
12 Furlough / COLA Deferral - (1,607) (1,607) — 1,607 -100.00%
13 Interdepartmental (ID) Charges (5,031) (4,722) (4,722) (4,722) - 0.00%
14 OPEB Liability Contribution* 2,135 1,000 2,000 3,160 2,160  216.00%
15 Net Staffing Expense $ 134140 $ 135546 $ 136,546 (S 147,880 S 6,660 9.10%
16 Supplies & Services 13,026 11,939 16,492 10,530 (1,409)  -11.80%
17 Internal Service Fees 16,858 14,048 14,048 14,890 842 5.99%
18 Debt Service* 2,015 2,931 2,931 2,851 (80) -2.74%
19 Liability Insurance* 3,139 3,902 3,902 4,282 379 9.72%
20 Economic Dev. Fund (from RPTTF) 350 350 350 350 — 0.00%
21 Capita/Projects/Other Funding* 5,826 850 810 4,004 3,154 371.06%
22 Non-Personnel Expenses Subtotal $ 41,213 $ 34,021 $ 38,534 ($ 36,907 $ 2,886 8.48%
23 UUT Prior Period Payment Offset - - - - - 0.00%
24 Total Expenditures $ 175353 § 169,567 $ 175,080|$ 184,787 $ 15,220 8.98%

Salary -FY 2022 include the contracted Cost of Living Adjustment (COLA) for all applicable
bargaining groups, and represents an increase of 2.4 percent over FY 2021 Adopted budget.

Overtime - FY 2022 Non-Mutual Aid overtime is $3.3 million - which is congruent with the FY
2021 Adopted Budget. The majority of General Fund overtime is appropriated in the Police
Departments to meet mandatory staffing level requirements.

CalPERS Retirement Rates - Retirement rates increase significantly in FY 2022 - with total
costs increasing 8.9 percent. Over the last several years, the CalPERS Board of Administration
has considered and adopted several rate methodology changes that directly impact the
retirement rates that cities pay (employer contribution rates). Each of these changes is
effective in different fiscal years, with varying phase-in schedules. While these changes
significantly increase our current retirement costs, they are intended to stabilize the CalPERS
plans for long-term sustainability and should have been implemented long ago in the
CalPERS system.

The cost of the retirement plans is broken into Employee Contribution rates (fixed) and
Employer Contribution rates (variable). Both rates are calculated as a percent of payroll. The
Employee Contribution is fixed and is based on the pension plan formula (generally 9 percent
for public safety plans and 7 percent or 8 percent for miscellaneous plans). The Public
Employees’ Pension Reform Act of 2013 (PEPRA) introduced new benefit formulas effective
January 1, 2013 that affect new employees to the City that have not previously been part of
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the CalPERS system. While there is little immediate financial benefit to the City with this “two-
tiered” system, the long-term benefit of lower retiree costs is anticipated to be significant.

Most employee groups contribute beyond the Employee Contribution portion and pay a
portion of the Employer Contribution: 6 percent for sworn police and fire personnel, 3
percent for the majority of non-sworn personnel. The Employer rates displayed in Table 6
represent the full Employer cost as assessed by CalPERS, and do not reflect these cost-
sharing agreements, as these agreements do not affect the overall cost of CalPERS, only who
pays what share.

Table 6 below reflects the CalPERS Board decision to lower the discount rate from 7.5% to
7.0 percent in December 2016. Lowering the discount rate, also known as the assumed rate
of return, means employers that contract with CalPERS to administer their pension plans will
see increases in their normal costs and unfunded actuarial liabilities in order to make the plan
more sustainable in the long term. Active members hired after January 1, 2013, under the
Public Employees’ Pension Reform Act will also see their contribution rates rise.

The most recent actuarial valuations provided to the City of Hayward by CalPERS in July
2020 reflect the final rates for FY 2022.The new valuations the City received in July 2020
reflect rate projections that include all of the rate actions taken by the CalPERS Board to date.

Table 6 provides a summary of what the City's projected CalPERS rates will be based on
CalPERS change to the discount rate. Please note that these projections are an estimate
based on a model and are not entirely reflective of what the City's exact rates will be.

Table 6 - CalPERS Rates

(in the $1,000s) FY 2022 FY2023 FY2024 FY2025 FY2026 FY 2027

Miscellaneous

Normal Cost % 10.260%  9.900% 9.600% 9.400% 9.200% 8.900 %

UAL Payment $ 13,052 S 14,288 $15086 $15908 $16,378 $ 16,825
Employer Contribution Rate % 35.93 % 37.20 % 3770 %  38.30 % 38.10 % 37.80 %
Change over Prior Year 223 % 127 % 0.50 % 0.60 % (0.20)% (0.30)%

Police
Normal Cost % 22.090 % 21.500 % 20.900 % 20.400% 19.800% 19.200 %
UAL Payment $ 12,262 $ 13,250 $13950 $14,695 §$ 15120 $ 15526
Employer Contribution Rate % 6679 % 6850% 69.10% 69.80% 69.20% 68.60 %
Change over Prior Year 116 % 171% 0.60 % 0.70 % (0.60)% (0.60)%

Fire
Normal Cost %  18.670 % 18.300% 17.800% 17.400% 17.000% 16.600 %
UAL Payment $ 9,204 $10,000 $10,520 $ 11,014 $ 11,328 S 11,627
Employer Contribution Rate % 61.00 % 63.00% 6370% 6410% 6370% 63.30%
Change over Prior Year 311 % 2.00 % 0.70 % 0.40 % (0.40)% (0.40)%

Vacancy Savings - FY 2022 vacancy savings are assumed based on normal attrition and
known staffing vacancies as of March 31, 2021. Projected FY 2022 vacancy savings are $2.8
million in the General Fund.
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Retiree Medical Unfunded Liabilities - City Council policy is to pre-fund the City’s benefit
liabilities to the greatest extent possible within existing operating resources. FY 2021 adopted
Budget includes a $1.0 million contribution toward the City’'s Other Post-Employment
Benefits (OPEB) Retiree Medical unfunded liability. During the FY 2021 mid-year process, the
Council authorized an additional $1.0 million to be contribute toward the City's OPEB
unfunded liability. The FY 2022 budget includes $4.2 million in additional contribution, which
will allow the City to reach the full funding of the OPEB ARC. The cost of the additional
contribution has been allocated, and the General Fund allocation will result in an impact of
$3.2 million.

Internal Service Fees - The Internal Service Funds (ISF) for FY 2022 shows a slight increase of
$0.8 million over the FY 2021 Adopted Budget.

Other Funds

Measure C - During the June 3, 2014 municipal election, the voters of the City of Hayward
passed a ballot measure (Measure C) to increase the City's Transaction and Use (Sales) Tax by
half a percent for twenty years. This half cent increase became effective October 1, 2014,
bringing Hayward’s Sales and Use Tax rate to 10.0 percent. This is a general tax and is
considered discretionary in nature. Staff originally estimated that the new sales tax would
generate approximately $10 million annually in locally controlled revenue that can be
allocated by the City Council and which will remain in place for a period of twenty years. In
FY 2022, staff projects that the City will receive $19.2 million in Measure C sales tax revenues.

The City Council, as well as the ballot language, established a number of spending priorities
for these funds. These priorities include a mix of capital projects and funding allocations
toward operating services. The Measure C revenues continue to be used to fund debt service
for construction of the new Library and Community Learning Center, completion of fire
station retrofits and improvements, and rehabilitation and expansion of the City's existing fire
training center. Of the $19.2 million in projected revenue, staff estimates annual debt service
payments for the above defined projects will total approximately $5.4 million annually. The
remaining funds are to be allocated among police services, maintenance services, and street
repairs.

Staff presented recommendations for the use of the Measure C funds to both the Council
Budget & Finance Committee and the City Council in November and December 2014.
Consistent with those discussions, staff is including assumed revenues and expenditures for
Measure C as part of the FY 2022 budget.

« Revenue: The City began receiving allocations of the Measure C Transaction and Use
(sales) Tax effective January 1, 2015. Staff anticipates receiving approximately $19.2
million in revenues from Measure C for FY 2022. As previously approved by Council,
staff established a new fund within the General Fund to allow for easy tracking of the
revenues and expenses associated with Measure C (Fund 101).

« Expenditures: FY 2022 estimates expenses of $10.2 million for operating costs,
including debt service and staff in the police and maintenance services departments.

Adopted FY 2022 Operating Budget 45



CITYWIDE BUDGET OVERVIEW

UNFUNDED NEEDS & LIABILITIES

While the FY 2022 Operating Budget reflects the basic operating needs of the City, as well as
the inclusion of funding toward some benefit liabilities and capital needs, it does not reflect
the full spectrum of need - as many of these needs are by necessity “unfunded.” As can be
seen in the discussion below regarding benefit liabilities, the City is not fully funding these
obligations. However, the City Council spent time in FY 2021 reviewing its benefit liabilities
and considering funding plans toward adequately funding the unfunded portions of these
liabilities.

Unfunded Capital Needs

The FY 2022 Capital Improvement Program reflects “Identified Capital Needs” totaling
approximately $310 million, for which funding is undetermined. In accord with Council
policy, as one-time funding becomes available, Council will allocate funds toward these
unfunded CIP needs.

Benefit Liabilities & Funding Status

The City actively manages its benefit liabilities and completes actuarial valuations for all
benefit liabilities with the exception of accrued leave payouts (analysis conducted by staff).
These valuations consider the economic, demographic, and historical compositions of the
benefit programs and establish amounts that the City should allocate each year to fund its
benefit-related financial obligations. In today’'s economic climate, it is critical that the City
continue to manage its benefit liabilities to ensure long-term fiscal stability and the
continuance of these valuable benefits to City employees. Actuarial valuations identify the
Annual Required Contribution (ARC) an agency should make toward the funding of the
benefit. This is essentially the minimum funding amount that should be responsibly made by
any organization. The ARC is generally comprised of two elements: a portion of funding for
current costs (sometimes referred to as “pay go”’) and a portion of funding for future liability
costs (the Unfunded Actuarial Liability or UAL).

As bond rating agencies review the City's debt, they actively consider the level of the City’s
unfunded benefit liabilities and the economic pressure these place on the City. Failure to
meet the minimum recommended funding levels or to implement a plan to achieve full
funding of the ARC and/or a long-term plan to pay down the future liabilities could have a
negative impact on future bond ratings - with a possible resultant increase in the cost of
borrowing should the City seek to incur new debt or need to refinance existing debt.

Table 7 provides a summary of the City's benefit liabilities and current levels of funding. Each

of these benefit liabilities is unique in its structure and the degree of funding varies depending
on the benefit.
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Table 7: Summary of Benefit Liabilities

Actuarial
Valuation Accrued Value of Funded Unfunded Unfunded
(in millions) Date Liability Assets Ratio Liability Ratio
CalPERS Police Safety Plan 6/30/2019 S 42347 S 254.65 60.1 %S 168.82 399 %
CalPERS Fire Safety Plan 6/30/2019 S§ 31941 $  193.65 60.6 %S 125.76 39.4 %
CalPERS Miscellaneous Plan 6/30/2019 $ 48972 §  317.39 64.8 %S  172.33 352 %
Total Cal PERS $ 123260 $ 765.70 62.1%S 46691 379 %
OPEB - Retiree Medical Police Officers 6/30/2019 $ 3730 S 3.13 8.4 %S 34.17 91.6 %
OPEB - Retiree Medical Firefighters 6/30/2019 $ 17.09 $ 2.19 12.8 %| S 14.90 872 %
OPEB - Retiree Medical Miscellaneous 6/30/2019 S 2336 S 2.97 12.7 % S 20.39 87.3 %
Total OPEB-Retiree Medical $ 77.75 S 8.29 10.7 %| $ 69.46 89.3%
Workers' Compensation 6/30/2019 $ 2436 S 19.53 80.2 %| S 4.83 19.8 %
Accrued Leave Payouts 6/30/2020 9.51 0.00 0.0 %S 9.51 100.0 %
TOTAL $ 134422 § 79352 59.0 %|$ 550.71 410 %

Retirement Annual cost (annual cost: $44.7 million) - The City is fully meeting its annual
required contribution (ARC) amounts based on the CalPERS premium rates. Given the new
CalPERS “smoothing” methodology, the long-term intent is to fund the City’s liability over the
30-year amortization period.

Workers’ Compensation (annual cost: $9.2 million) - Pursuant to the current actuarial
valuation conducted for the program, a funding status of 70 - 85 percent is recommended.
Staff recommended funding at the 80 percent level and beginning in FY 2013, implemented a
plan to build the fund balance toward achieving this funding level over the next four years.
Workers' Compensation rates charged against live payroll include a component of cost
(about $1 million/year) toward unfunded liability.

Retiree Medical - OPEB (annual cost: $3.6 million “pay go") - The estimated actuarial
calculation of the City’'s ARC is $7.9 million. The City will fully fund the ARC in FY 2022.
Contributions towards the ARC were made in FY 2014 of $S1 million and FY 2015 of $2 million;
however, in an effort to reduce the use of reserves in FY 2016 and FY 2017, additional
voluntary contributions were not made. In FY 2018, the City began contributing towards the
ARC with a $1 million contribution. The FY 2019 Adopted Budget included a $2 million
contribution to the ARC, and $2.5 million contribution in the FY 2020 adopted budget. In
response to projected budget challenges as a result of the pandemic, the FY 2021 adopted
budget included a $1.0 million contribution toward the ARC. During the FY 2021 mid-year
budget process, given an update on the City's financial outlook, the Council authorized an
additional $1.0 million contribution toward the ARC. Fully funding the ARC, would result in
the City paying for current costs and fund the future liability by the end of the amortization
period.

Accrued Leave Payouts (annual cost: varies) - Staff has taken strong action to lower this
liability during the past two years by managing employees to approved vacation caps. This
has helped to prevent large accrued leave payouts to retiring or terminating employees. The
total liability has reduced from the FY 2012 balance of $10.7 million to the FY 2021 balance of
$9.51 million.
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City of Hayward Fund Structure
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FINANCIAL SUMMARIES - ALL FUNDS

This section provides an overview of the City of Hayward's operating funds.

Governmental Fund Types: These fund types are used to account for tax-supported governmental
activities.
e General Fund: The general operating fund of the City, used to account for all financial
resources except those required to be accounted for in another fund.
* Measure C - District Sales Tax Fund: This general operating fund is dedicated to the resources
and expenditures associated with the Measure C ballot measure passed by Hayward voters in
2014.

Special Revenue Funds: Special Revenue funds are used to account for the proceeds of specific
revenue sources (other than for major capital projects) that are legally restricted. Below are examples
(not an exhaustive list) of restricted revenues include grant funding, enabling legislation, or earmarking
funds for a specific purpose.

¢ Economic Development Fund

e Community Development Block Grant Fund

« Downtown Business Improvement Fund

e Small Business Economic Development Loan Fund

* Hayward Promise Neighborhood Grant Fund

e Measure B/BB - Paratransit Fund

¢ Recycling Program Fund

e landscape & Lighting/Maintenance Districts/Community Facilities Districts

Debt Service Funds: Debt Service funds are used to account for the accumulation of resources and
the payment of general long-term debt.

¢ General Debt Service (COP)

e Hayward Successor Redevelopment Agency

e Special Assessments

Proprietary Fund Types: These fund types are used to account for a government'’s business-type
activities (activities supported, at least in part, by fees or charges).

* Enterprise Funds: Enterprise Funds represent City operations that are financed and operated
like private business enterprises. This type of fund permits user charges to finance or recover
the costs, including depreciation, of providing the services to the general public on a
continuing basis.

— Airport Maintenance and Operation Fund

— Regional Water Inter-Tie Fund

— Stormwater Maintenance and Operation Fund

— Wastewater Maintenance and Operation Fund

— Water Maintenance and Operation Fund

— Recycled Water Maintenance and Operation Fund

* Internal Service Funds: Internal Service Funds are used to finance and account for goods and/
or services provided by one City department to another, on a cost reimbursement basis.
— Employee Benefits Fund
— Facilities Management Fund
— Fleet Management Fund
— Information Technology Fund
- Risk Management Fund
- Workers' Compensation Fund
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ALL OPERATING FUNDS - SUMMARY

Special Internal Successor
General Measure C Revenue Debt Service  Enterprise Service RDA TOTAL
Revenues
Property Tax S 58,809 S - S - S - S - - S 2,8841S 61,693
Sales Tax 41,078 19,205 - - - - - 60,283
Util User Tax 17,542 — — — — — 17,542
Real Property Trnsfr Tax 14,500 - - - - - 14,500
Transit Occupancy Tax 1,500 = = = = = 1,500
Cannabis Tax 650 — — — — — 650
Franchise Fees 10,590 — 503 — — — — 11,093
Other Taxes 6,051 — — — — — — 6,051
Charges for Service 10,820 — — — 84,884 — — 95,704
Other Revenue 3,082 - 4,614 - 3,903 29,663 50 41,311
Intergovernmental 7,733 - 6,180 - - - 577 14,490
From All Other Sources 2,310 — — 966 — — 3,275
Subtotal Revenues $ 174,665 19,205 $ 11,296 $ 966 $ 88,787 29,663 $ 3,511|$ 328,093
Transfer from other funds* 3,969 0 350 8,136 6,609 10,029 29,094
Total Revenues $ 178,634 19,205 $ 11,646 $ 9,102 $ 95,397 39,692 $ 3,511 $ 357,187
Expenditures
Salary
Regular 85,406 2,407 1,412 — 15,317 5,826 170 110,540
Overtime 3,320 10 - - 392 225 3,947
Vacancy Savings (3,794) — — — — — (3,794)
Benefits
Fringe Benefits 23,660 771 232 — 3,926 1,375 38 30,002
Retiree Medical 3,248 68 19 — 232 80 4 3,651
PERS 37,602 841 400 - 4,167 1,630 49 44,688
Program Reduction
Savings — — — —
Furlough / COLA Deferral
Chrgs (to)/fr other prog (4,722) — 5 — (275) — (89) (5,081)
Net Staffing Expense S 144,720 $ 4,096 $ 2,068 $ -3 23,759 9,137 $ 172 $ 183,953
Maintenance & Utilities 1,272 55 29 - 3,002 3,750 8 8,115
Supplies & Services 9,259 198 5,325 45 6,763 8,018 105 29,712
Internal Service Fee 14,890 177 191 - 2,380 511 26 18,176
Capital — — 282 — — — 282
Debt Service - - - 8,693 4,697 244 3,229 16,863
All Other Uses - - 2,448 - 33,500 14,399 50,347
$ 25,420 $ 430 $ 8275 $ 8,738 $ 50,342 26,922 $ 3,368|$ 123,494
Subtotal Expenditures $ 170,141 $ 4,526 $ 10,343 $ 8738 S 74,101 36,059 $ 3,540|$ 307,447
Transfers to other funds* 14,647 5,772 992 473 17,944 1,368 845 42,041
Total Expenditures _$ 184,787 _$ 10,298 $ 11,335 _$ 9,211 $ 92,046 37,426 _$ 4,386|$ 349,488
(Use)/Add to fund bal (6,153) 8,907 311 (108) 3,351 2,266 (875) 7,699
Note: General Fund column represents fund 100 only.
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Summary of Revenues and Expenditures - All Operating Funds

FY 2022 All Operating Funds
Revenues - By Type
$357.2 Million

Other Sources 0.9%
Transfers 8.1%

Intergovernmental 4.1%\
Other Revenue 11.6% \

Property Tax 17.3%

Sales Tax 16.9%

v

Other Taxes 1.7%

Util User Tax 4.9%
Charges for Service 26.8% i ser fax

Real Property Trnsfr Tax 4.1%
Cannabis Tax 0.2%

/

Franchise Fees 3.1%

Transit Occupancy Tax 0.4%

FY 2022 All Operating Funds
Expenditures - By Category
$349.5 Million
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12.0%
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\_ Employee Svcs
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Debt Service /
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ALL OPERATING FUNDS - DEPARTMENT SUMMARY

Special Internal Successor
General Measure C Revenue Debt Service  Enterprise Service RDA TOTAL
Revenues
Mayor/City Council $ - S — - S - S — - S — —
City Attorney - - - - - 5,739 - 5,739
City Clerk - - - - - - - -
City Manager 412 - 6,832 - - - 3,511 10,754
Development Services 6,869 — 2,444 — — — — 9,313
Finance 1,206 — — — — — — 1,206
Fire 8,170 - - - - - - 8,170
Human Resources 31 — — — — 13,517 — 13,548
Information Technology - - - - - 8,309 - 8,309
Library - - - - - - - -
Maintenance Services 1,577 — 1,441 — — 7,837 — 10,855
Police 3,626 - - - - - - 3,626
PW-Engineering & Transp 416 - - - 3,512 - - 3,928
Utilities & Env Services — — 929 — 85,275 — — 86,205
Non-dept/Transfers In 156,328 19,205 9,102 6,609 4,290 — 195,535
Total Revenues $ 178,634 S 19,205 11,646 $ 9,102 $ 95,397 39,692 $ 3,511 357,187
Expenditures
Mayor/City Council 395 — — — — — — 395
City Attorney 1,499 - - - - 5,758 - 7,256
City Clerk 884 - - - - - - 884
City Manager 5,813 — 7.879 — — 359 4,386 18,436
Development Services 9,747 - 2,639 - - - - 12,386
Finance 4,972 - - - 1,710 - - 6,682
Fire 45,591 - - - - - - 45,591
Human Resources 2,160 - - - - 14,562 - 16,722
Information Technology - - - - - 8,498 - 8,498
Library 6,409 - - - - - - 6,409
Maintenance Services 5,081 1,410 — — 2,914 8,251 — 17,656
Police 83,588 3,115 — — — — — 86,703
PW-Engineering & Transp 3,781 - - - 4,402 - - 8,182
Utilities & Env Services 53 - 701 - 83,021 - - 83,775
Non-dept/Transfers Out 14,815 5,772 116 9,211 — — — 29,914
Total Expenditures _$ 184,787 S 10,298 11,335 $ 9,211 § 92,046 37,426 $ 4,386 349,488
(Use)/Add to fund bal (6,153) 8,907 311 (108) 3,351 2,266 (875) 7,699
Note: General Fund column represents fund 100 only.
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SUMMARY OF EXPENDITURES BY DEPARTMENT-ALL FUNDS

FY 2019 FY 2020 FY 2021 FY 2022

Actual Actual Adopted Adopted
Mayor & City Council S 412,559 S 419,423 $ 425,048 (S 395,338
City Attorney 7,042,058 7,423,376 6,792,758 7,256,277
City Clerk 1,068,910 847,056 1,080,483 884,101
City Manager 12,124,137 9,333,425 13,400,645 14,050,382
Development Services 11,870,990 9,692,681 11,782,771 12,502,473
Finance 6,167,191 6,409,230 6,283,729 6,681,527
Fire 43,420,563 45,778,233 41,772,522 45,590,656
Human Resources 13,197,854 9,633,470 12,933,630 16,722,015
Information Technology 7,601,391 8,043,941 8,001,949 8,497,504
Library 5,199,949 5,884,753 5,988,758 6,408,572
Maintenance Services 17,950,618 18,702,956 18,780,262 17,655,867
Police 77,259,495 77,723,921 82,530,230 86,703,035
PW - Engineering & Transp. 7,356,264 6,927,394 7,075,896 8,182,390
PW - Utilities & Env. Services 68,770,549 72,176,669 81,173,011 83,774,902
Successor RDA 4,381,950 4,073,597 4,454,270 4,385,844
Non-Dept./Debt Service 9,156,751 9,429,368 9,398,372 9,326,861
Transfers Out 54,595,825 31,941,812 14,824,320 20,470,397

$ 347,577,054 $ 324,441,305 $ 326,698,654 $ 349,488,141

FY 2022
All Funds Expenditures by Service Area

City Managers Office 4.02%

Development Services 3.58%
City Clerk 0.25%
City Attorneys Office 2.08% Finance 1.91%

Mayor And Council 0.11%

Transfers Out 5.86% \
Non-Departmental 2467%_\

Successor RDA 1.25% —

Fire 13.04%

Human Resources 4.78%

_—"Information Technology 2.43%

Utilities & Env Svcs 23.97% \

Library 1.83%

Maintenance Services 5.05%

Pw - Engineering & Transp 2.34% Police 24.81%
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GENERAL FUND SUMMARY & CASH BALANCE

FY 2019 FY 2020 FY 2021 FY 2021 FY 2022
$in 1,000s Actual Actual Adopted  Projected Adopted
Beginning Cash Fund Balance $ 32385 $ 36,877 $ 30,847 $§ 30,847 $ 28,631
Revenues
Property Tax $ 54468 $ 58432 § 55500 $§ 57,000 $ 58,809
Sales Tax 36,011 39,680 33,000 35,000 41,078
Utility Users Tax 16,935 16,066 18,135 17,135 17,542
Franchise Fees 9,730 10,582 11,150 11,150 10,590
Real Property Transfer Tax 12,256 12,150 13,500 14,500 14,500
Transit Occupancy Tax 2,823 2,187 1,800 1,000 1,500
Cannabis Tax — 3 100 500 650
Other Taxes 5119 4,881 4,501 4,501 6,051
Charges for Services 15,866 11,978 12,973 12,973 10,820
Inter-Governmental 7,075 6,699 8,286 11,765 7,733
Fines & Forfeitures 2,538 2,210 2,292 2,262 2,310
Other Revenues 1,102 810 532 532 2,432
Interest & Rents 525 465 579 579 650
Transfers In 17,357 3,964 3,967 3,967 3,969
Total Operating Revenues: $ 181,804 $ 170,107 $ 166,315 $ 172,864 $ 178,634
Expenditures
Salaries & Benefits S 128,724 S 132,005 $ 134,546 $ 134,546 S 144,720
Maintenance & Utilities 797 920 1,211 1,271 1,272
Supplies & Services 11,441 12,106 10,728 15,134 9,259
Internal Service Fees 15,504 16,858 14,048 14,048 14,890
Capital 5,427 12 — 87 —
Transfers Out 14,714 13,453 9,034 9,994 14,647

Total Operating Expenditures:

$ 176,608 $ 175,353 $ 169,567 $ 175,080 $ 184,787

Annual Surplus/(Shortfall) $ 5196 $ (5246) S (3252) S (2,216) S  (6,153)
Adjustments to Fund Balance $ (704) $ (783) $ - $ - $ —
Ending Fund Cash Balance (ACFR) $ 36877 $ 30,847 $ 27595 § 28,631 § 22,478
FY 2019 FY 2020 FY 2021 FY 2021 FY 2022
Cash Fund Balance Designations Actual Actual Adopted  Projected Adopted
Unassigned S 36877 S 30847 § 27595 § 28631 S 22,478

Contingencies
Economic Uncertainty
Liquidity

Emergencies

Total Designated Fund Balance

$ 36877 $ 30,847 § 27595 $ 28,631 S 22,478
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GENERAL FUND - FUND TRANSFER SUMMARY

Fund Transfers (FY 2019 - 2022)
FY 2019 FY2020 FY2021 FY 2022

Adopted Adopted Adopted Adopted
'S'sin 1,000's

Transfers into the General Fund

Transfer for Cost Allocation S 2458 S 2458 S 2458 § 2,458
Transfer from Successor RDA Loan Repayment 800 800 800 800
Transfer from So. Hwd B.A.R.T. JPA — — — —
Transfer from Special Gas Tax 229 233 236 238

Transfer from Citizen's Option Grant — — — —
Transfer from Byrnes Justice Assist Grant — — — —

Transfer from CFD #2 for Police Services 290 290 290 290
Transfer from CFD #1 Fund 8 8 8 8
Transfer from CFD #3 for Police & Fire Services 175 175 175 175
Transfers into the General Fund $ 3960 $ 3964 S 3967 S 3,969

Transfers out of the General Fund

Transfer to Debt Service 3,283 3,434 2,931 2,851
Transfer for Risk Management Premium 2,907 3,139 3,902 4,282
Transfer to Economic Development Fund 350 350 350 350
Transfer to Trans Sys Improvement Fund 450 350 400 650

Transfer to Worker's Compensation Fund —
Transfer to Information Technology Operating Fund — —

Transfer to Capital Projects 2,148 1,585 450 3,354
Transfer to Water Fund 138

Transfer to Retiree Medical Fund 1,000 2,573 1,000 3,160
Transfers out of the General Fund S 10,275 § 11,431 S 9,034 S 14,647
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Summary of Expenditures by Department - General Fund

Summary of Expenditures by Department - General Fund

FY 2021 FY 2022

FY 2019 Actual FY 2020 Actual Adopted Adopted
Mayor & Council S 412,559 $ 419,423 S 425,048 |$ 395,338
City Attorney 1,256,959 1,377,297 1,491,225 1,498,626
City Clerk 1,068,910 847,056 1,080,483 884,101
City Manager 4,470,743 4,566,793 6,685,725 5,813,222
Development Services 10,005,569 9,448,596 9,039,622 9,747,324
Finance 4,737,617 4,825,775 4,643,789 4,972,027
Fire 43,420,563 45,778,233 41,772,522 45,590,656
Human Resources 1,942,713 2,158,248 1,922,593 2,160,049
Library 5,199,949 5,884,753 5,988,758 6,408,572
Maintenance Services 5,262,239 5,050,635 4,600,714 5,081,279
Police 73,929,730 74,604,995 79,563,058 83,587,575
Public Works - Engineering & Transp 3,542,111 2,814,278 3,065,275 3,780,510
Utilities & Environmental Services 43,078 47,238 90,332 53,088
Non-departmental & Transfers 21,315,380 17,529,891 9,197,674 14,814,853
$ 176,608,120 $§ 175,353,211 § 169,566,818 |S 184,787,221

FY 2022
$ 184.8 Million

City Clerk 0.5%

City Attorney 0.8%

Non-departmental & Transfers 807\\\

Mayor & Council 0.2%
Utilities & Environmental Services

0.0%

Public Works - Engineering & Transp. 20— ¢
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GENERAL FUND EXPENDITURES & STAFFING

FY 2022
General Fund Expenditures by Category

Liability Insurance 2.3%

OPEB - Unfunded Liability 1.7%
Other Transfer 3.9%

Internal Service Fees 8.1%

Supplies & Services 5.0%

Maintenance & Utilities 0.7%

Salaries & Benefits 78.3%

FY 2022
General Fund Staffing by Service Area

City Services
20%

Public Safety
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GENERAL FUND REVENUES BY SOURCE

FY 2022 General Fund Proposed
Revenues/Resources
$ 178.6 Million

Intergovernment... Fines
4.3% 1.3%

Transfers In
2.2%

Other & Interest
1.7%

Charges for Service
6.1%

Other Taxes
4.6%

Property Tax

Franchise Fees 32.9%

5.9%

Sales Tax

Utility User's Tax 23.0%

9.8% Transfer Tax

8.1%
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GENERAL FUND REVENUES

Revenues by Category in 1,000's FY 2019 FY 2020 FY 2021 FY 2022
Actual Actual Adopted Adopted
Property Taxes
Property Tax Secured S 33,372 S 36,159 S 35,078 36,041
Property Tax Unsecured S 1,666 1,859 2,000 1,861
RPTTF (Redistribution & Pass-Thru) S 4,070 3,981 3,062 3,137
Property Tax - VLF Swap S 15,360 16,432 15,360 17,770
Total Property Taxes $ 54,468 $ 58,432 $ 55,500 58,809
Sales & Use Tax
Sales and Use Taxes 35,024 38,684 32,000 40,058
Sales Tax/Public Safety 997 996 1,000 1,020
Sales Tax Triple Flip (11) — — —
Total Sales & Use Tax $ 36,011 $ 39,680 $ 33,000 41,078
Utility Users Tax $ 16,935 $ 16,066 $ 18,135 17,542
Franchise Fee Tax
Franchise - Refuse S 6,790 S 7,508 S 6,600 6,730
Franchise - Water - - 480 —
Franchise - Sewer — — 264 —
Franchise - Gas & Electric 1,551 1,723 2,186 2,230
Franchise - Cable TV 1,389 1,351 1,620 1,630
Total Franchise Fee Tax $ 9,730 $ 10,582 $ 11,150 10,590
Real Property Transfer Tax 12,256 12,150 13,500 14,500
Other Taxes
Business License Tax S 2,834 S 2737 S 2,600 2,700
Cannibas Tax - 3 100 650
Emergency Facilities Tax 2,186 2,030 1,800 3,250
Business Tax State Fee 99 114 101 101
Transient Occupancy Tax 2,823 2,187 1,800 1,500
Total Other Taxes $ 7942 $ 7,071 § 6,401 8,201
Charges for Services (comprised of Licenses & Permits, Fees & Service Charges, Construction Related Fees)
Licenses and Permits
Fire Licenses & Permits S 1,492 S 1,393 §$ 1,621 1,621
Police Licenses & Permits 1 1 436 449
Other Licenses & Permits 133 163 199 199
Total Licenses and Permits 2,098 2,005 2,270 2,270
Fees and Service Charges
Fire Fees & Svc Charges S 1,780 S 1,259 §$ 1,446 1,446
Police Fees & Svc Charges 664 533 938 938
Residential Rental Inspections 2,336 1834 1,230 1,500
Vehicle Maintenance & Operations 0 0 0 0
Other Fees & Svc Charges 771 696 555 532
Total Fees and Service Charges S 5,568 $ 4,335 §$ 4,169 4,416
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GENERAL FUND REVENUES

Revenues by Category in 1,000's FY 2019 FY 2020 FY 2021 FY 2022
Actual Actual Adopted Adopted
Construction Related Fees
Construction Permits S 3915 S 3247 S 3,200 $ 1,800
Plan Checking & New Constr. Insp. 2,783 1,883 2,235 1,235
Supplemental Improvement Tax 1503 508 1,100 1,100
Total Construction Related Fees S 8,200 $ 5,637 $ 6,535 $ 4,135
Total Charges for Services $ 15,866 $ 11,978 $ 12,973 $ 10,820
Inter-Governmental
Police Grants/Reimb S 2,161 $ 2,101 § 2,146 §$ 2,146
Federal Reimbursement (COVID-19) - FEMA
Fire County EMS Reimb 221 — — —
Fairview Fire Protection District 3,056 3,177 3,207 3,303
Vehicle License Fee (VLF) 78 126 73 73
Fire Mutual Aid Reimb 1,423 125 749 1,800
Miscellaneous 137 169 411 411
Total From Other Agencies S 7,075 $ 6,699 $ 8,286 $ 7,733
Fines and Forfeitures
Vehicle Fines $ 342 S 190 S 312 S 340
Parking Citations - In House 2,095 1,763 1,876 1,896
Parking Citations - DMV
FTB Parking Tax Offset
Photo Red Light 74 218 73 73
Criminal Fines 8 7 1 1
Administrative Citations —
Library Fines 18 32 30 —
Total Fines and Forfeitures S 2,538 §$ 2,210 $ 2,292 § 2,310
Other Revenues
Other 1,102 810 532 2,432
Total Other Revenues $ 1,102 $ 810 $ 532 $ 2,432
Interest & Rents
Interest Earned S 488 S 460 $ 300 S 300
Miscellaneous Interest Income — — — —
Building & Parking Rental 37 5 279 350
Total Interest & Rents S 525 $ 465 $ 579 $ 650
Total General Fund Revenues S 164,447 $ 166,143 $ 162,348 $ 174,665
Transfers In 17,357 3,964 3,967 3,969
Total Revenues Including Transfers $ 181,804 $ 170,107 $ 166,315 $ 178,634
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KEY GENERAL FUND REVENUES

PROPERTY TAXES

Property Tax revenues are the City’s largest General Fund revenue source, comprising
approximately one-third of projected FY 2021 General Fund revenues. The City’'s Property
Tax is collected by Alameda County, and the City currently receives approximately 16 percent
of the 1 percent countywide real property tax levied. Most of the revenue is received in
December and April.

Allocation of County-wide Property Tax

State/ Schools
58% _—— Special Districts
11%

l ~ City of Hayward
\ 16%

County General Fund
15%

Real Property Taxes

Under the State Constitution, Real Property Taxes (Property Taxes) are applied to all taxable
real and personal property (i.e., possessory interest, and other personal property considered
to be permanently attached to the property) and are set at 1 percent of the assessed value.
This is an ad valorem tax, meaning it is based on the value of the property rather than a fixed
amount. The Alameda County Assessor maintains property tax assessment rolls that account
for all property. Property Taxes are adjusted per the following:

« Pursuant to provisions of Proposition 13, the assessed value of real property that has
not changed ownership increases by the change in the California Consumer Price
Index up to a maximum of 2 percent per year.

« Property that changes ownership; is substantially altered; is newly constructed; “state-
assessed” rather than “local-assessed” property; and personal property (i.e.,
possessory interest, and other personal property considered to be permanently
attached to the property), is assessed at the full market value in the first year, and
subject to the 2 percent cap, thereafter.

Proposition 13 & ERAF

In 1979, in order to mitigate the loss of Property Tax revenues after approval of Proposition
13, the State legislature approved AB 8. This action was approved to provide a permanent
method for allocating the proceeds from the 1 percent property tax rate, by allocating
revenues back to local governments based on their historic shares of property tax revenues.
As part of the State’s FY 1994 budget, the AB 8 formula was altered requiring another
ongoing shift in City Property Tax revenue to K-12 schools and community colleges
(Education Revenue Augmentation Fund or ERAF).
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KEY GENERAL FUND REVENUES

PROPERTY TAXES, continued

Proposition 8

Proposition 8 (1979) requires county assessors to temporarily lower the assessed value of a
property if the market value falls below its factored base year value. Reductions in value
under Proposition 8 are temporary and are reviewed annually. Subsequent years may see a
reassessment of value based on current market conditions - and in this case, a property value
may increase more than 2 percent in a single year.

Proposition 1A
Proposition 1A, enacted in November 2004 and Proposition 22, enacted in November 2010,

provides protection for local property taxes, sales taxes, and Vehicle In-lieu Tax/License Fees
(VLF) revenues by prohibiting the State Legislature from taking any action that would:

» Reduce the local Bradley-Burns Uniform sales and Use Tax rate or alter its allocation.
o Decrease VLF revenue from the 0.65 percent rate without providing replacement

funding.
« Shift property taxes from cities, counties or special districts.

Supplemental Property Taxes

Supplemental Taxes are the result of the reassessment of property as of the 1st day of the
month following either an ownership change or completion of new construction. In most
cases, reassessment results in one or more supplemental tax bills being sent to the property
owner during the year, in addition to the annual property tax bill.

Vehicle In-lieu Tax/License Fees (VLF)

Motor Vehicle In-Lieu Tax (VLF) is a tax imposed by the State on the ownership of a
registered vehicle. VLF is collected by the State Department of Motor Vehicles (DMV) and
more than 95 percent of these fees are divided equally between counties and cities;
aggregate shares are distributed in proportion to the respective populations of the cities and
counties. The State withholds less than 5 percent of these fees for the support of the
Department of Motor Vehicles.

Until FY 1999, the annual license fee was 2 percent of the market value of the vehicle as
determined by the DMV. In 1998-99, the State reduced the license fees by 25 percent, but
agreed to backfill local jurisdictions for this loss in revenue.

In 2004, the Governor lowered the annual VLF to 0.65 percent, from 2.0 percent. In the
budget agreement between the Governor and cities and counties, the Governor agreed to
backfill the 1.35 percent difference in VLF with property taxes from the Education Revenue
Augmentation Fund (ERAF). Beginning in FY 2006, this property tax in lieu of VLF grows at the
same rate as the change in gross assessed valuation of taxable property in the City from the
prior year.

Personal Property Taxes

Personal Property Tax is assessed at the rate of 1 percent of the market value on a business’
personal property, such as office furniture, machinery and other equipment. The tax is billed
by Alameda County in a single installment due August 31%, and the majority of these
payments are remitted to the City in September.
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KEY GENERAL FUND REVENUES

PROPERTY TAXES, continued
Analysis
Factors that affect revenue generated by property taxes include:

« Changes in assessed values, caused by inflation adjustments up to 2 percent of
construction activity, sales of properties and Proposition 8 reassessments.

» Economic growth in the Bay Area.

« Supplemental Taxes are affected by sales of real property and/or new construction in
the City that occurs after the assessment lien date (of January 1*) until the end of the
fiscal year (June 30™).

« VLF revenue is impacted by the sale of new vehicles in California, DMV administrative
costs, and the proportion of Hayward's population to the total for the State and
County. Beginning in FY 2006, the rate of growth in the assessed values of properties
also impacted VLF revenues, as the amount of the VLF backfill paid increased by the
change in gross assessed values of taxable properties.

« Personal property taxes are affected by business capital expenditures growth, and the
collection rate. The growth in annual personal property tax revenues should generally
be close to the growth in annual assessed values, except for significant changes in
collection rates.

Redevelopment Agency Dissolution and distributions from the Redevelopment Property Tax
Trust Fund (RPTTF) have altered gross property tax revenues (but not VLF revenues). In FY
2013, FY 2014 and FY 2015, the City received significant one-time revenues related to the
dissolution process that are not included in future year projections.

Forecast

Projections for Real Property Tax revenue are primarily based on the annual County
Assessor's Office estimate of assessed values, with projections for the adopted budget based
on information provided by the Assessor in March. In addition, the City uses a property tax
consultant to review and confirm estimates.

Real Property Tax revenue is comprised of three distinct categories: Secured & Unsecured
Property Tax, Vehicle License Fees (VLF), and the Redevelopment Property Tax Trust Fund
(RPTTF). The chart below summarizes the net projections for all three sources.

PROPERTY Actual Adopted Projected Revenue

TAXES (All) FY 2018 | FY2019 | FY2020 | FY2021 | Fy2022 | FY2023 | FY2024 | FY2025 | FY 2026
Total Collections |$ 51,236 [$ 54,468 |$ 58,432 |$ 55500 |$ 58,809 |$ 60,837 |$ 63,326 |$ 65996 |$ 68,437

$Change |$ 4040 [$ 3232 |$ 3964 |$ (2932)[$ 3309 |$ 2028 |$ 2489 |$ 2670 |$ 2441

% Change 8.56% 6.31% 728%  -5.02% 5.96% 3.45% 4.09% 4.22% 3.70%
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PROPERTY TAXES, continued

Overall Property Tax revenues are projected to decrease by a total of 5.96 percent in FY 2022
over FY 2021 Adopted, with a projected increase of 3.45 percent in FY 2023. Property Tax
revenues are projected to continue to steadily increase through FY 2026. The change in
revenue projections from FY 2021 Adopted to FY 2022 were primarily attributed to the
uncertainties surrounding the fiscal implications on the economy related to the sudden onset
of the COVID-19 pandemic.
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All real property not affected by Proposition 8 re-assessments will be subject to the California
Consumer Price Index (CCPI) growth factor and cannot exceed 2 percent, as prescribed by
Proposition 13. However, the California State Board of Equalization has directed that 2021
assessment roll shall use an inflation factor of 1.01036 percent. The last assessment roll
below the 2 percent maximum growth factor occurred during the 2016-17 assessment roll,
which used a factor of 1.53 percent.
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SALES AND USE TAXES

Sales and Use Tax is the General Fund’s second largest source of revenue and represents 21.5
percent of total FY 2022 projected General Fund revenue. Sales Tax is an excise tax imposed
on retailers for the privilege of selling or leasing tangible personal property. The Use Tax is an
excise tax imposed for the storage, use, or other consumption of tangible personal property
purchased from any retailer. The proceeds of 